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Lditortal Comment 


ARDLY a week goes by without reference be- 
ing made by some one to the British practice 
of stockholders electing a company’s auditors, at the 
annual meetings. The auditors referred to are public 
accountants. The practice of having them elected by 
the stockholders is usually referred to as being a very 
excellent one, and the procedure is held up as one 
that should be adopted in the United States. 

Since the organization of the controllers of the 
larger companies in the United States by The Con- 
trollers Institute of America, the same thought with 
respect to controllers has popped up occasionally. 
Should not the controller be elected by the stock- 
holders, is the form in which the question usually 
is asked. Such procedure would, presumably, involve 
a change from the present practice. But would it? 

Controllers have discussed this subject frequently 
in informal conferences. They usually come to the 
conclusion that election of public accountants and 
auditors by stockholders, and that similarly elec- 
tion of controllers by stockholders constitute prac- 
tically the procedure that is being followed today, 
except in the cases of very large corporations. 

In many small companies the majority of stock 
is held by management. This means that the major- 
ity of stockholders, who usually also are directors, 
not only select the public accountant, but also the 
controller. In large corporations, with scattered 
holdings of stock, the whole matter of selection of 
nominees for directors is frequently in the hands of 


the management, or of some other small group. The 
thousands of stockholders, unorganized, can have 
little to say about it. Election of public accountants 
by stockholders would still mean that they would 
be selected by management; election of controllers 
by stockholders would leave their selection just 
where it is now—in the hands of management with 
the approval of the directors. 

All of this leads one to think that responsibility 
for the safe conduct of business in the United States 
long ago grew so burdensome and its shouldering 
became such an immense job that it got out of hand, 
so far as public accountants and auditors are con- 
cerned, and gravitated right back where it seems to 
belong—into the hands of management. The right 
hand of management is the controller, hence the 
controller’s phenomenal growth in importance in the 
American business picture. 

There is something far more effective than a pub- 
lic accountant’s certificate, with its many qualifica- 
tions, to curb management and keep it on the right 
track. That something is the economic goal, the 
need of making a success of a business, so the stock- 
holders will realize something out of it, along with 
management. The American public accountant fits 
into the picture, but not in the same way his British 
cousin does. If the British plan were workable here 
it undoubtedly would have been adopted in its en- 
tirety long ago. 
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Commission’s Views as to Dual 
Capacities of Controller and Auditor 


May Not Be Merged in Certifying to Financial Statements in Application 
for Registration—Stop Order in Such Case Lifted When Same Figures Are 
Certified to by Different Independent Accountant—Findings and Opinions. 


N many instances accountants who 

are connected with firms of public 
accountants have been designated, or 
assigned, to act in the capacity of con- 
troller of a client, without actually ter- 
minating their connection with the ac- 
counting firm. In the eyes of the 
various commissions at Washington, at 
least, this practice creates a condition 
which bars the accounting firm from 
certifying to statements prepared for 
the client, especially when the con- 
troller-public accountant had a part in 
preparation of the statements. 

Such a case is described in the ar- 
ticle that follows. A controller, of 
course, should not be also the public 
accountant of a firm; and it might also 
be said that a public accountant should 
not at the same time be the controller 
of a company whose accounts he or 
his firm audits. Tur Forros. 

A case recently decided by the Secu- 
rities and Exchange Commission re- 
volved on the point whether the state- 
ments submitted to the Commission in 
an application for registration were 
certified to by ‘‘an independent public 
or certified accountant.’ The account- 
ant who prepared these statements was 
an employee of the public accounting 
firm which. attached its certificate to 
the statement which was a part of the 
application for registration. This ac- 
countant was also controller of the 
company which was seeking registra- 
tion of an issue. 

A stop order was issued, not on the 
ground that the financial facts were 
inaccurate, but because of the relation- 
ship of the accountant to the applicant. 
The stop order was later revoked when 
the same statements were certified to 
by a different public accountant, which 
in the opinion of the Commission 
cured the defect. 


There was no contention that any 
part of the financial statements was 
improper or misleading, and at the 
oral argument counsel for the regis- 
trant asked leave to file and presented 
new financial statements certified to by 
accountants admittedly independent of 
the registrant. The Commission in its 
opinion does not say that the financial 
statements were different by as much 
as a single penny in any item, but be- 
cause the alleged defect had been 
cured the Commission dismissed the 
stop order proceedings and permitted 
the registration statement to remain ef- 
fective. 

The findings and opinion of the 
commission in this case, which falls 
under the Securities Act of 1933, are 
interesting because of the disclosure of 
the opinions of the commission in such 
cases. They follow: 


FINDINGS AND OPINION 

This matter came on to be heard before 
the Commission on February 7, 1936, upon 
exceptions filed by the counsel for both the 
Commission and the registrant, to the Re- 
port of the Trial Examiner, made after 
hearing, in a proceeding pursuant to Section 
8(d) of the Securities Act of 1933 as 
amended, instituted by telegraphic notice on 
October 31, 1935, alleging that the answers 
to items 50, 54, and 55 of the registration 
statement and the prospectus, in so far as 
these items were therein reflected, were de- 
ficient. 

The registration statement was filed on 
Form A-1, on November 24, 1934, by the 
Cornucopia Gold Mines, of Seattle, Wash- 
ington, a corporation incorporated under 
the laws of the State of Washington. After 
the filing of several amendments, this state- 
ment became effective on April 26, 1935. 

Items 54 and 55 of the registration state- 
ment require the submission of a balance 
sheet and a profit and loss statement. No 
issue has been raised in this proceeding 
with reference to the accuracy of the finan- 
cial data furnished in response to items 54 
and 55. Schedule A (26), however, re- 
quires that “such statement shall be certi- 
fied by an independent public or certified 


accountant.’ In this particular instance, the 
actual accounting and audit was prepared 
chiefly by one Mr. David Hill, as em- 
ployee of White and Currie, and certified 
by White and Currie. In their certificate 
they recited, ‘nter alia, that their relation- 
ship with the registrant was “the usual 
relationship of independent accountants to 
their client.’ The contention is that the 
registration statement contained an untrue 
statement of a material fact since the ac- 
countants were not in fact “independent.” 


UNUSUAL RELATIONSHIP 

A most unusual relationship existed be- 
tween the registrant and White and Currie, 
who signed the certificate as independent 
certified public accountants. White and Cur- 
rie had entered into a contract with the 
registrant by the terms of which they were 
to receive $5,000 per annum, plus one per 
cent. of the gross proceeds of the metal 
sales, for one year. Their contract with 
the registrant called for the installation of 
an accounting system, setting it up in 
proper order, making audits, and furnish- 
ing office space for the use of the registrant. 
The evidence further disclosed that this 
was the only contract of such a nature 
which White and Currie had with any of 
their clients, all other contracts being on a 
fixed fee basis. Pursuant to this contract 
Mr. David Hill, employee of White and 
Currie, was made the Comptroller of the 
registrant December 1, 1934. Holding this 
office, he signed the registration statement 
as principal financial and accounting officer 
of the Cornucopia Gold Mines. 

The evidence disclosed, among other 
matters, that Mr. Hill received no salary 
from the registrant, but received his remu- 
neration entirely from White and Currie. 
There was ample testimony concerning Mr. 
Hill in relation to his duties as Comptroller. 
It was established that at the time the 
registration statement became effective, he 
was exercising the usual functions of a 
Comptroller with authority over employees 
regarding accounting matters, signing mail 
of the issuer and also having authority to 
sign checks with another officer. Mr. Hill, 
the evidence further disclosed, was a stock- 
holder of the registrant, owning 1,760 
shares of stock which he had purchased 
for cash previous to the filing of the regis- 
tration statement. 

The inference from these facts is irre- 
sistible that a person in Mr. Hill's position 








would be apt to approach accounting prob- 
lems of the registrant as one of its officers 
and stockholders, not as an “independent” 
accountant. It would be unreasonable to 
suppose that he could cast aside these rela- 
tionships and view the accounting prob- 
lems with the objectivity of an “independ- 
ent’ accountant criticizing and correcting 
accounting practices and methods of the 
corporation’s own staff, for in making an 
audit he would in fact be partly reviewing 
his own work. Hence in this case he can- 
not rid himself of the disabilities inherent 
in his office of Comptroller and in his 
status of stockholder of the registrant, when, 
as employee of White and Currie he pre- 
pares or participates in the preparation of 
the accounting and audit. The existence 
of these disabilities thus prevents him from 
being an “independent” accountant. By the 
same token White and Currie fail to ac- 
quire the necessary independence since it is 
through him that White and Currie are 
making the accounting and the audit on the 
basis of which the certificate is drawn. 
The conflicting positions of Mr. Hill and 
White and Currie in this respect are ac- 
centuated by the fact that Mr. Hill as prin- 
cipal financial and accounting officer of the 
registrant signed the registration statement 
and as employee of White and Currie pre- 
pared the accounting and audit. 

Furthermore, we conclude that the con- 
tract between registrant and White and 
Currie by its very nature clothed White 
and Currie with a disability which pre- 
vented them, during the duration of the 
contract, from being an “independent” ac- 
countant as respects the registrant. By the 
terms of that contract White and Currie 
were to receive, in addition to $5,000, one 
per cent. of the gross proceeds of the metal 
sales. White and Currie therefore had a 
continuing pecuniary interest in the regis- 
trant for the term of the contract. A con- 
tinuing pecuniary interest which an _ac- 
countant has in a registrant may be so small 
or so indirect as to give rise to no inference 
that the accountant has lost or is likely to 
lose that objectivity which is implicit in 
the concept of an “independent” accountant. 
This case is not such an instance, for a 
claim to one per cent. of the gross proceeds 
of the metal sales of a mining company is 
a substantial and material continuing pe- 
cuniary interest. The holder of such a 
claim has too close an identity with the 
financial destinies and too intimate per- 
sonal concern with the managerial policies 
of the enterprise to bring to bear in his 
accounting and auditing work the objectiv- 
ity which is the essence of an “independent” 
accountant. 

We find, therefore, that the statement of 
the relationship contained in the certificate 
made by White and Currie was an untrue 
and misleading statement. 


CERTIFICATION Is MATERIAL FACT 

Counsel for respondent states in his 
brief, “It is urged that a certification by 
and of itself is not a material fact. A cer- 
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tification is in reality a tag attached to the 
financial statements certified to, and its only 
significance is that it in effect directs at- 
tention to, induces reliance upon, and guar- 
antees the propriety of such statements.” 
With this conception of a certification we 
disagree. A certification is a material fact. 
It signifies that the contents of the financial 
statements to which it is appended have 
been checked and verified within the lim- 
its stated in the certificate. To make such 
certification truly protective of the inter- 
ests of security holders and investors the 
requirement under the Securities Act of 
1933, as amended, is that it be made by an 
“independent public or certified account- 
ant.” The insistence of the Act on a certi- 
fication by an “independent’’ accountant 
signifies the real function which certifica- 
tion should perform. That function is the 
submission to an independent and impar- 
tial mind of the accounting practices and 
policies of registrants. 

The history of finance well illustrates the 
importance and need for submission to such 
impartial persons of the accounting prac- 
tices and policies of the management to the 
end that present and prospective security 
holders will be protected against unsound 
accounting practices and procedure and will 
be afforded, as nearly as accounting conven- 
tions will permit, the truth about the finan- 
cial condition of the enterprise which issues 
the securities. Accordingly, the certifica- 
tion gives a minimum of protection against 
untruths and half-truths which otherwise 
would more easily creep into financial 
statements. Hence a_ statement which 
serves such a high function cannot be 
dismissed under the Act as a mere “tag” 
attached to financial statements. It is a 
material fact, for it gives meaning and re- 
liability to financial data and makes less 
likely misleading or untrue financial state- 
ments. Accordingly, when White and Cur- 
rie stated in their certificate that their 
relationship with the registrant was “the 
usual relationship of independent account- 
ants to their clients,” they made an untrue 
statement of a material fact sufficient for 
issuance of a stop order under Section 8 
of the Act. Thus, the answers to items 54 
and 55 of the registration statement and 
prospectus were deficient. 

The answer to item 50 was likewise de- 
ficient. Item 50 provides: 


“If any statement contained herein pur- 
porting to have been prepared by an expert 
has been prepared by a person who has 
any interest in or is to receive an interest 
in the issuer as a payment for such state- 
ment, or has been or is employed by the 
issuer or a subsidiary or affiliate thereof, 
or has been employed upon a contingent 
basis, a full explanation of the circum- 
stances.” 


In answer to this item 50 registrant 
failed to disclose the contract between it 
and White and Currie previously summa- 
rized in this opinion, or the terms thereof. 

The contention of counsel for the regis- 
trant is that the terms of this contract 
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need not be disclosed since item 50 seeks 
only disclosure of an interest obtained or 
a contingent payment received “for such 
statement.”” With this we disagree. The 
fact that the interest in question is acquired 
entirely apart from the preparation of the 
report is immaterial. All and any inter- 
ests in the issuer however and whenever 
acquired must be disclosed. 


INTERESTED IN PROSPECT OF EMPLOYMENT 
In the matter of Plymouth Consolidated 
Gold Mines, Lid., 1 S.E.C. 139 (1935), 
where the interpretation of item 50 was 
before the Commission, we held that such 
“item 50 calls for a disclosure of any in- 
terest or relationship of employment that 
any expert whose statements are used in 
connection with the registration statement 
may have in or with the issuer, its subsid- 
iaries or affiliates.” In that matter a re- 
port prepared by an engineer was in issue. 
He was not an employee of the registrant. 
He was, however, interested in the prospect 
of being employed by that registrant and 
was the general manager of the Humboldt 
Mining Co., a company which was pro- 
posed to be acquired by the registrant at 
the time the report there in question was 
made. We then decided that “the inclusion 
of those facts came within the general am- 
bit of the disclosure called for by the item.” 
On a parity of reasoning the facts herein 
afford a stronger case for disclosure. 

The further contention of counsel for 
registrant is that such contract between 
White and Currie and registrant need not 
be disclosed since the phrase ‘employed by”’ 
in item 50 refers solely to the relationship 
of master and servant. In this connection 
counsel for respondent submits various au- 
thorities dealing with the construction of 
other statutes. We do not deem those 
authorities in point here. While it is true 
that under compensation acts ‘“employ- 
ment” normally may be given such mean- 
ing; and while it is likewise true that cer- 
tain tax statutes have been construed so 
as to exclude from employees certain ex- 
perts and independent contractors, the word 
“employed” as used in item 50 of the 
registration statement is given its broad 
and almost colloquial meaning. The very 
fact that the item seeks disclosure with 
reference to “an expert ... . employed” 
shows that, although such expert might for 
other purposes be an independent con- 
tractor he is for the purposes of this item, 
with reference to the services rendered in 
his professional capacity for the registrant, 
included in the word “employed.” For these 
reasons we feel that the deficiencies alleged 
under item 50 did exist and that they re- 
lated to material facts. 


CERTIFICATE BY DIFFERENT ACCOUNTANT 
PRESENTED 
At the time of oral argument before the 
Commission counsel for the registrant 
asked leave to file and have considered cer- 
tain post-effective amendments for the pur- 
(Please turn to page 108) 














Trends in Published Financial 


Statements Summarized for Controllers 


Twenty Interesting Points Made by MR. PAuL W. PINKERTON in Address in Pittsburgh— 
Consolidation of Accounts of Subsidiaries, Separate Statements of Parent Company, Man- 
ner of Handling Investment in Subsidiaries, and Other Interesting Points Covered. 


SUBJECT of exceptional interest 
A to controllers, “Trends in Pub- 
lished Financial Statements,” was dis- 
cussed by Mr. PAUL W. PINKERTON, 
of the Pittsburgh office of Haskins & 
Sells, before the PitTsBURGH CON- 
TROL of THE CONTROLLERS INSTI- 
TUTE OF AMERICA, 07 April 27. A 
summary of the points made is pre- 
sented here. —THE Epiror. 


The trends listed here were men- 
tioned by Mr. Pinkerton as having 
made themselves apparent in recently 
published financial statements: 

Improvement in indicating the ex- 
tent to which the accounts of subsid- 
iaries are consolidated in consolidated 
statements. 

Consolidation of the accounts of an 
increasing number of subsidiaries. 

Increase in the number of reports 
containing separate statements of the 
parent in addition to consolidated state- 
ments. 

Crystalization of accounting thought 
in reference to the proper manner of 
handling the investment in subsidiaries 
in separate statements of the parent. 

Increase in the number of companies 
specifying the basis of valuation of the 
investment in unconsolidated subsid- 
iaries. 

Increase in the number of companies 
specifying the basis of valuation of 
other investments not marketable. 

Increasing care in the determination 
of what may properly be included in 
current assets. 

Increasing care in the valuation of 
current assets. 

Increasing care in the determination 
and indication of what constitute cur- 
rent liabilities. 

Increasing separate display of re- 
ceivables from officers and employees. 

Increasing care in removing from 


the inventory caption various inven- 
toried items not properly classified as 
inventories. 

Watchfulness to determine that 
property valuations do not contain 
“water” introduced therein in prior 
years. 

An increasing tendency to describe 
the basis of valuation of property, to 
show the amount of the reserve for de- 
preciation and of the annual provision, 
and to deduct the reserve on the asset 
side. 

Watchfulness to see that the prop- 
erty caption discloses that fact if in- 
tangibles have in some prior year been 
buried in property. 

Increasing percentage of reports dis- 
playing the amount of capital stock au- 
thorizations. 

Classification of surplus by sources. 

Care in seeing that deficits are not 
buried in capital surplus without ade- 
quate formal action and disclosure. 

Disclosure of sales volume. 

Increasing exactness in income de- 
termination, with emphasized attention 
to the income statement. 

Use of extended footnotes to make 
the company’s practices clear, and at 
the same time a tendency to reduce 
the number of footnotes by expanding 
statement captions. 


AMERICAN ACCOUNTING 
ASSOCIATION IN FIELD 


“The American Accounting Associa- 
tion” is the new name of the American 
Association of University Instructors in 
Accounting. The new name was adopted 
recently at the twentieth annual meeting 
of the American Association of Univer- 
sity Instructors in Accounting. 

The vote for a change in name was 
unanimous. Along with the change in 
name came an expressed determination 
to broaden the purposes and activities of 


the organization, an action long con- 
templated, and since ratified by an affirm- 
ative mail vote of more than two-thirds 
of the membership. 

The newly named association, which is 
termed in a recent announcement as “the 
reconstituted association,” announces its 
official purposes as: 


1. To encourage and sponsor research 
in accounting and to publish or aid 
in the publication of the results of 
research. 

. To develop accounting principles 
and standards, and to seek their en- 
dorsement or adoption by business 
enterprises, public and private ac- 
countants, and governmental bodies. 

3. To promote studies of accounting 
as an agency of control of business 
enterprise and economic affairs in 
general. 

4. To improve methods of instruction 
and to demonstrate the social bene- 

fits of a more widespread knowledge 
of accounting. 


N 





Commission’s Views 
(Continued from page 107) 


pose of curing the defects alleged. He pre- 
sented, among other things, a balance sheet 
and profit and loss statement, together with 
in accountant’s certificate, made by ac- 
countants admittedly independent of the 
registrant. 

The issuance of a stop order is dis- 
cretionary. As we held in In the matter of 
Haddam Distilleries Corporation, 1 S.E.C. 
37 (1934) the Commission is not bound 
to limit itself to a consideration of the 
record as of the time of the notice of 
institution of the proceedings. 


DEFICIENCIES CURED 

Therefore, having considered the amend- 
ments filed after the effective date of the 
registration statement, we find that those 
amendments on their face appear not to be 
incomplete or inaccurate in any material 
respect and therefore determine that they 
shall become effective forthwith. As these 
amendments appear to cure the deficiencies 
noted we exercise our discretion in favor of 
a dismissal of the stop order proceedings. 
Date: March 28, 1936. 














Effect on Income Tax of Capitalizing 
Social Security Tax 


Preparation of Federal Return Will Require Caution—Taxes Permitted by Revenue Act 
To Be Capitalized Do Not Seem To Include Social Security Levies—May Be Deleted from 
Depreciable Base—Also Deducted from Cost Base in Case of Sale—Additional Comments. 


HEN a4 member of THE Con- 

TROLLERS INSTITUTE OF AMER- 
IcA raised the question recently as to 
how controllers generally are plan- 
ning to handle social security taxes in 
their accounts, the subject was pre- 
sented to a considerable group of con- 
trollers with a request for expression 
of opinions. A group of replies was 
published in the April issue of this 
magazine. Additional expressions of 
opinion as to the proper procedure to 
be follcwed are presented here. The 
original question, or questions, appear 
on this page. Comments from control- 
lers indicate there is widespread inter- 
est in this question. 

—THE EDITOR. 


Additional comments with respect 
to the methods of charging social se- 
curity taxes are presented here. Con- 
trollers generally have been deeply in- 
terested in this discussion. 

The expressed intention of many 
controllers to charge to a capital asset 
account that portion of federal and 
state social security taxes applicable to 
the labor performed on capital assets 
has brought forth an interesting com- 
ment, from Mr. R. G. Weigand, of the 
West Penn Power Company, of Pitts- 
burgh, which reads: 


“I have read with much interest the 
article in THE CONTROLLER for the month 
of April, 1936, titled ‘Methods of Charg- 
ing Social Security Taxes Discussed by Con- 
trollers.’ 

“I noted that several of the commentators 
have signified their intention of charging 
to a capital asset account that portion of 
federal and state social security taxes ap- 
plicable to the labor performed on capital 
assets. 

“In such cases caution must be used 
when preparing the federal income tax re- 
turns. The taxes imposed by the Federal 
Social Security Act on the employer are 
deductible for income tax purposes (I. T. 
2960, I.R.B. XV-II) only in the year in 


which paid or accrued and there is no 
election left to the taxpayer that such taxes 
are either deductible in the tax return as 
a tax expense or included as an addition 
to the capital asset account during the year. 
The taxes permitted to be capitalized under 
Section 113 (b) (1) (A) of the Revenue 
Act of 1932 would not seem to include 
taxes imposed by the federal and _ state 
social security acts. This being the case, 
where such taxes have been added to the 
capital asset account, they should be shown 
in the reconciliation between book and tax- 
able income and claimed as a deduction 
from gross income. Concurrently, if such 
capital asset account is subject to deprecia- 
tion for income tax purposes, the Treasury 
Department will insist that such taxes be 
deleted from the depreciable base. 

“Furthermore, if such taxes are not re- 
moved from the capital asset account, the 
taxpayer will be faced with an adjustment 
by the way of a deduction from the cost 
base of the capital asset of the amount of 
these taxes when the capital asset is sold 
or otherwise disposed of.” 





THE QUESTIONS: 


“Have any of the local Controls 
had a discussion as to the method of 
charging the Federal or State Social 
Security taxes? Is it the general 
consensus of opinion that this tax | 
should be charged into a tax account 
or charged direct to operations? For 
example; the Federal tax is 1% on 
taxable labor. Let us say there are 
a dozen segregations of labor, then 
would it be the general opinion that 
each classification of labor should 
have its proportion of taxes added, 
or, as above outlined, charged to 
another account and added either as 
a single direct cost or overhead? 

“It would seem to the writer if 
charged to the labor account it 
would be rather confusing to any- 
one auditing the labor account for 
compensation insurance as certainly 
you would not want to pay a com- 
pensation tax on this excise tax. It 
may be that the labor or a portion 
of the labor is chargeable to a cap- 
ital asset account. Would it be ad- 
visable then to add to the cost of 
the asset the excise tax; in aad 
words, capitalize this excise tax?” | 











Tax Is PRoFir AND Loss ITEM 

The tax is a Profit and Loss item, 
in the opinion of this commentator: 

“For our purposes we deem it desirable 
to set up such taxes in a separate tax ac- 
count and to handle same as an item of 
overhead. Although I have used the term 
‘overhead’ I do not wish to infer that this 
is an item which could be distributed 
either to cost of production or cost of Cap- 
ital Assets. In our opinion this tax is a 
Profit and Loss item and we are so han- 
dling it.” 


RAILROADS CHARGE TO TAXES 

The controller of a railroad com- 
pany writes: 

“So far as the railroads are concerned, 
it has been agreed that both Federal and 
State social security taxes will be charged to 
‘Taxes.’ 

“In bills against others for work done, 
it is contemplated that Social Security and 
Railroad Retirement Act taxes will be added 
as an item of overhead. 

“It would seem to be perfectly logical 
if a portion of the labor is chargeable to 
a capital asset account, to add to the cost 
of the asset the excise tax.” 


CHARGE TO SINGLE DIRECT 
OVERHEAD ACCOUNT 
This commentator would not segre- 
gate the tax liability according to type 
of labor. He writes: 


“This company has set up a practice to 
charge this particular tax to a single direct 
overhead account. We have set up a spe- 
cial account, included in our Administra- 
tive Expense Account, which is a general 
expense item to which both the Federal 
tax and such State tax as we may be liable 
for, are to be charged. 

“We believe this tax should not be segre- 
gated according to the type of labor upon 
which the tax is calculated, and we further 
would not add the tax to the labor which 
may be chargeable to a capital asset account. 

“We are, of course, at the present writ- 
ing accruing all social security taxes, both 
Federal and State.” 


SHOULD BE CLASSIFIED AS TAXES 


A simple classification as taxes is 
advocated by Mr. V. L. Elliott, con- 
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troller of the Atlantic Refining Com- 
pany, who writes: 


“This subject was discussed by the Amer- 
ican Petroleum Institute’s Accounting Com- 
mittee, and it was decided that all amounts 
paid the Federal or state governments in 
connection with social security laws should 
be classified as taxes. 

“In this connection, it is the general 
custom of the petroleum industry to show 
the item of taxes separately on the Income 
Statement. Tax liability is also shown sep- 
arately in the liabilities on the Balance 
Sheet. See enclosed annual report. 

“It has been thought well to exhibit all 
taxes boldly to the stockholders. 

“Perhaps it would be well for other 
industries seriously to consider doing this.” 


CARRIED UNDER ADMINISTRATIVE 
EXPENSE 


This controller advocates including 
the social security tax expense in the 
cost of operations: 


“In our Company, social security taxes 
are charged as a tax and carried under 
our administrative expense. As such, of 
course, it is included in the cost of op- 
erations. 

“This will be true even though the 
payroll may be for labor of building an 
asset that is capitalized. We recognize, 
however, that in the event we buy a 
capital asset and the builder of said as- 
set includes his social security cost in our 
cost, the tax would be capitalized.” 


FEEL TAX SHOULD FOLLOW LABOR 


This controller emphasizes the ne- 
cessity of eliminating this tax from in- 
ventories: 


“Those of our group with whom I 
have talked appear to feel that the tax 
should follow the labor, but they all 
recognize the necessity of eliminating 
this tax from inventories so that none 
will ride over on the balance sheet at the 
end of the year, and also of eliminating 
it from charges applicable to fixed asset 
accounts. This is somewhat the arrange- 
ment we have always followed in our 
company with respect to charges for 
workmen’s compensation reserves.” 


DEPENDS ON TYPE OF BUSINESS 


Mr. Russell Van Horn of the Gen- 
eral Water, Gas & Electric Company, 
of Philadelphia, gives the public utility 
controller’s views: 

“With reference to the question con- 
cerning the method of charging the Fed- 
eral or State Social Security Taxes, it 
seems to me that the answer should be 
predicated on the type of business in- 
volved, i.e, whether substantially all 
labor is devoted purely to operations, 
such as a manufacturing plant, or whether 
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a substantial part of labor costs are 
capitalized, such as is the case with rail- 
roads and other public utilities. 

“In the former case the work involved 
in making allocation of the tax between 
various operating departments would not 
seem to warrant an accounting for the 
tax which would result in each classi- 
fication of labor having its proportion of 
tax added, and it would therefore seem 
that the tax in such a business would be 
charged into a tax account. 

“In the case of a railroad or other 
public utility however, when the capital 
account is of vital concern in determining 
the base allowable on which the particu- 
lar company may earn, it is essential that 
all related labor costs, such as com- 
pensation insurance, he accounted for in 
such manner that they are allocated be- 
tween capital and operation. I should 
think that in such a business the tax 
should be accounted for so as to per- 
mit its direct allocation to each classi- 
fication of labor. 

“If this latter procedure is followed, 
I can see no confusion in auditing a labor 
account for compensation insurance.” 


TREATED AS TAX, Not OPERATING 
EXPENSE 


A simple statement of procedure 
given by one controller is: 


“We are charging out each month one 
twelfth of our estimated yearly Federal 
and State Social Securities taxes and 
crediting this amount to a Reserve Ac- 
count. The amount charged out is treated 
as a tax rather than an operating ex- 
pense.” 


Is ADDITIONAL CosT OF LABOR 


This controller will charge the taxes 
to operating accounts, but as a separate 
and identifiable classification of ex- 
pense: 


“It has long been our custom to charge 
compensation insurance as a separate item 
to all the operating accounts to which 
labor is charged and in an amount ap- 
plicable to the amount of labor so dis- 
tributed. 

“It is our opinion that a separate ac- 
count for payroll taxes should be set up 
and handled in a manner similar to the 
workmen’s compensation insurance dis- 
tribution outlined above. This tax is an 
additional cost of labor and_ therefore 
should be distributed wherever labor is 
charged, but as a separate and identi- 
fiable classification of expense, even to 
the extent of including it with labor that 
is capitalized.” 


WILL CHARGE OPERATING EXPENSE 

This controller will charge to con- 
struction the proportion of the tax ap- 
plicable thereto: 


“It is our intention to charge operating 
expense with the proportion of this tax 
applicable thereto, based upon _ the 
amount of labor charged to operating ex- 
pense, under the heading of taxes. 

“The proportion of the tax applicable 
to construction will be charged to con- 
struction and such charges will follow 
the labor charges to construction items 
provided in the Classification of Accounts. 

“It is our thought that any investigation 
of the tax will be made by ascertaining 
the direct labor charges shown on pay- 
rolls allocated to operating expense and 
fixed asset accounts, so that there should 
be no confusion in verifying the correct 
amount of the tax to be paid by the 
company.” 


ACCOUNT FOR PossIBLE DEDUCTIONS 
FROM INCOME 
Do not include these tax items in 
standard costs, says this controller: 


“The question submitted is pertinent to 
sound accounting procedure. While there 
is a remote possibility of the Social Security 
Act being declared unconstitutional, for our 
own protection provision should be made 
to comply with its terms and to accrue and 
pay these taxes as they become due. 

“As a majority of the States have not as 
yet enacted an unemployment insurance 
law, under the Federal Law a return must 
be filed January 31, 1937, for the taxable 
year 1936. Therefore a provision of 1 per 
cent. of the total payroll of companies sub- 
ject to the Act should be set aside and 
accrued monthly, so that at the end of the 
current year all deductions from income 
will have been accounted for. 

“In the case of a company using stand- 
ard costs, and when the direct labor charged 
is high in proportion to total cost, i.e., ma- 
terial, labor and burden (overhead ex- 
penses applied to direct labor), if the 1 
per cent. for the first year (unemployment 
insurance), 3 per cent. the second year (2 
per cent. unemployment insurance and 1 
per cent. old age security), 4 per cent. 
the third year (3 per cent. unemployment 
insurance and 1 per cent. old age security) 
and so on until 1949, when the maximum 
of 6 per cent. will have been reached, were 
included in standard costs, due to each 
year’s basic changes, confusion and uncer- 
tainty would result. 

“Further, in the case of a company 
manufacturing a great variety of products, 
endless clerical detail would be involved, 
and for what purpose? The tax should 
not be charged to a labor account, as it 
will confuse Federal and State auditors. 

“In my opinion this tax should be 
charged to a separate ‘Federal and State 
Social Security Taxes’ account, sub-divided 
under 1: Manufacturing Labor (both direct 
and indirect) 2. Selling and Distributing 
Salaries and Wages. 3. Administrative 
Salaries and Wages. With this set-up 
before the accountant he can readily pro- 
rate these taxes on any basis desirable to 
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determine full manufacturing costs, selling 
and distribution costs and administrative 
costs, and from these figures establish sell- 
ing prices that will include these taxes in 
the overall cost of the respective products. 

“Should the Act be declared unconstitu- 
tional, basic costs will not have been dis- 
turbed. If these social security taxes are 
set up on the Profit and Loss Statement as 
a separate and direct charge against income 
stockholders receiving the annual state- 
ments will have forcibly impressed upon 
them the increasing tax burden upon in- 
come. 

“In our particular case the combined 
Federal, State and Municipal taxes amount 
to 61 cents per share on the common stock 
of all shares outstanding for the year 1935. 
In our report to stockholders attention was 
called to the high taxes paid. 
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“I believe if all corporations would 
show this item as a separate item of ex- 
penditure, the same as Depreciation and 
Federal Income Tax, all taxpayers would 
be more tax conscious and vote as they 
are taxed. In other words, vote to drive 
the spenders out of office. 

“The more impressively taxes of this 
nature are set up as a separate item, the 
more tax conscious will employees and 
stockholders be of the reckless spending 
the various branches of Government have 
allowed themselves to drift into, merely 
for the purpose of getting votes. 

“A further thought expressed in the 
question is to charge this tax to a Capital 
Asset account. Just why this thought was 
interjected, I do not understand. I do not 
believe in capitalizing items which are of 
a purely expense nature.” 


Cost Accounting View in That Soctal 
Security Taxes Should Be Treated 


Same as Labor Costs 


EVERAL of the Controls of THE 
CONTROLLERS INSTITUTE OF 
AMERICA have, in recent meetings, 
discussed the problem as to how to 
account for social security taxes. The 
paper that follows was presented by 
Mr. W. C. Blunk, of Golden State 
Company, Ltd., San Francisco, at the 
March meeting of the San Francisco 
Control. —TueE Epiror. 

“What Accounting Treatment Should 
Be Given an Employer's Contribution 
to Federal and State Government for 
Purposes of: A—Unemployment In- 
surance; B—Old Age Pension.” 

For the purpose of this discussion, 
the subject will be handled in three 
sections. First, the Unemployment In- 
surance; second, Old Age Pension; 
and third, conclusions as to accounting 
treatment. 

In order to decide properly what ac- 
counting treatment should be given an 
employer's contribution to Unemploy- 
ment Insurance Funds we _ should 
briefly summarize certain provisions of 
the law. The monies paid will be col- 
lected by the states but will be held by 
the Federal Government. The Cali- 
fornia law provides that all monies col- 
lected can be used only for the specific 
purpose of unemployment insurance 


benefits. In the state records, accounts 
will apparently be kept showing the 
total amounts collected from each em- 
ployer. The actual funds however will 
not be held exclusively for individual 
employers, but may be used for any 
benefits due, on either his employees 
or others. No person has any prior 
claim or rights to any funds collected 
and held under this law. All benefits 
paid will be debited to the employer's 
record accounts in inverse order to the 
succession of employers or periods of 
employment. 

From the facts of the law as briefly 
summarized above it is evident that no 
employer has any claim for funds paid 
in under the Unemployment Insurance 
law (assuming that the law is valid), 
and for that reason it is not proper for 
him to set it up on his books as an 
asset. No tangible value accrues to 
him for contributions to this fund and 
therefore it cannot be considered as a 
balance sheet item. 

Since payments to the Unemploy- 
ment Insurance Fund cannot properly 
be capitalized, they must logically fol- 
low under one of the following ex- 
pense classifications: 

1. Additional labor compensation 

2. Insurance premiums 


3. Taxes 
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It may be argued that payments 
made to the Unemployment Insurance 
Fund are in the nature of additional 
compensation to the employee upon 
whose wages the amount is calculated, 
on the theory that the employee is 
benefited. This theory is rather easily 
refuted, however, as the employee may 
never receive the monies paid in by 
the employer. In other words, there 
is never any direct relationship be- 
tween the employer's contribution to 
the fund and any employee’s possible 
benefits. Under the thought of addi- 
tional compensation it will also be 
realized that under no circumstance 
will an employee ever collect this ad- 
ditional compensation while in the em- 
ploy of the employer, and therefore 
at best it will have to be considered 
“future” compensation. But this en- 
tire theory is hardly tenable. 


No ELEMENT OF INSURANCE 

In view of the fact that the law it- 
self carries the term “insurance” the 
thought easily arises that payments 
made are in the nature of insurance 
premiums. From the employee’s stand- 
point especially it might appear to take 
on the complexion of insurance as it 
insures him against possible future un- 
employment. So far as the employer 
is concerned, however, there is in fact 
no element of insurance, as he is in no 
way insured against any possible future 
loss. In other words, there is no con- 
dition under which he could possibly 
at some future time recover any funds 
paid. He is merely obliged to pay for 
something which will, at best, benefit 
him only generally. It will be readily 
seen that such indirect benefits as may 
possibly accrue to him are no different 
than those he receives from the local 
police and fire departments for whose 
maintenance he pays local taxes. 


Must BE TREATED AS TAX 

The term “taxes” as generally used 
signifies governmental assessment made 
for public use and generally carries 
with it no direct benefits to the tax- 
payer. As a rule the only benefits a 
taxpayer receives from taxes paid are 
of a general social nature, such as pro- 


tection, education, and the like. By 
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analysis one can see that the payments 
made by the employer as contributions 
to the Unemployment Insurance Fund 
are of exactly this nature. In other 
words, the fund is to be used for gen- 
eral social good and benefits the tax- 
payer only in an abstract manner. It 
would therefore appear that monies 
paid to the Unemployment Insurance 
Fund must be treated in the category 
of a tax. 

The Old Age Pension Fund con- 
tributions are of a slightly different 
character than the Unemployment In- 
surance Fund payments and therefore 
need to be considered separately. 

The provisions of the Old Age Pen- 
sion Law which have a direct bearing 
on the accounting treatment of pay- 
ments made should be considered 
briefly. The money is collected and 
held by the Federal Government as a 
part of the general internal revenue of 
the country. Apparently these funds 
will be intermingled with other reve- 
nue in that department and the iden- 
tity of these collections will be com- 
pletely lost. Any monies needed for 
expense or benefits will have to come 
from annual appropriations from Con- 
gress, whether they will be paid direct 
by the Federal Government or through 
the means of some state law. In each 
case however these monies will come 
from the general fund of the Federal 
Government. 

All funds collected will not neces- 
sarily be accounted for directly by 
either employer or employee, although 
sufficient records will apparently be 
kept to enable the Commission to cal- 
culate sums due employees under vari- 
ous circumstances. All handling of 
funds under the Old Age Pension, 
whether they be incoming revenue or 
disbursing benefits, will be handled in 
the nature of a general fund with no 
direct claim by anyone for specific 
funds. Any payments made or which 
are accruable as benefits are in no way 
assignable or attachable. 


Not To BE CAPITALIZED 


Contributions made by employers to 
the Old Age Pension Fund cannot be 
considered as being possible of cap- 
italization due to the fact that no em- 
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ployer has any claim on the funds he 
thus pays (again, of course, assuming 
the law to be valid). 

Since contributions to the Old Age 
Pension Fund must also be considered 
as an expense item, the same three 
natural classifications of expense come 
to mind, namely, 


1. Additional labor compensation 
2. Insurance premiums 
3. Taxes 


In considering payment to the Old 
Age Pension Fund as possibly being 
additional labor compensation, one 
must admit that the employee has a 
direct interest in the monies he per- 
sonally has paid himself as his own in- 
dividual contribution to the fund. He 
is definitely assured a return of all 
monies he has paid in; in fact, the law 
provides that he is assured the payment 
of 314 per cent. of the total wages 
earned after December 31, 1936. These 
monies will be paid him either as bene- 
fits during his life or as a lump sum 
settlement with his estate. The em- 
ployee, however, is not assured that 
he will get any or all of the monies 
paid by the employer even though 
these monies may have been calculated 
on the employee’s wages. The only 
way that he can definitely be sure of 
collecting the employer’s share of the 
contribution is by living long enough 
and drawing it as Old Age Pension 
benefits. In the event of death, prior 
to the time that the entire amount of 
money contributed by the employee, 
himself, has been paid out as benefits, 
that portion paid by the employer will 
not go to the employee, but will re- 
main in the general fund itself for any 
governmental use that the administra- 
tion or Congress may determine. Un- 
der these circumstances the employer 
could certainly not claim that he is 
paying the employee an additional 
compensation when he makes his por- 
tion of the contribution to this Old 
Age Pension fund. 

In considering contributions by em- 
ployers to the Old Age Pension Fund 
as being in the nature of insurance 
premiums, the same logic must be fol- 
lowed as indicated above under the 


Unemployment Insurance, with the 
same conclusion that the employee may 
never receive the monies paid in by the 
employer and that the employer, him- 
self, is in no way insured against any 
hazard. 

Again, considering the general def- 
inition of taxes, we must recognize that 
payments made under governmental 
assessment for general social good are 
taxes. In the case of Old Age Pension 
contributions not only will the funds 
be used for general social purposes, but 
the funds will actually be intermingled 
with funds received from excise taxes, 
income taxes, and others. With these 
thoughts in mind it is certainly clear 
that the employer must consider his 
contributions to the Old Age Pension 
Fund in the classification of taxes. 

Having reached the conclusion that 
employers payments or contributions to 
Unemployment Insurance Funds and 
Old Age Pension Funds are in the 
nature of taxes, it remains for us to 
decide how these amounts should be 
treated from a cost accounting stand- 
point. Real estate and personal prop- 
erty taxes which are computed on plant 
and equipment values are ordinarily 
charged direct to the operating costs 
of the particular plant or department 
involved. Sales taxes are ordinarily con- 
sidered as a direct cost of sales and 
automotive licenses are considered 
automotive operating costs. The proper 
cost accounting treatment of taxes gen- 
erally follows the base of calculation. 
Income tax and capital stock tax and 
other general corporate taxes ordinarily 
are treated as an addition to general 
corporate expense, although in some 
cases, income tax may be considered as 
a reduction of departmental earnings. 

Taxes paid into Unemployment In- 
surance Funds and Old Age Pension 
Funds are calculated on labor cost. 
They can be decreased by reduction in 
labor cost and they are automatically 
increased by an increase in labor cost. 
It, therefore, follows logically that they 
should be treated from a cost account- 
ing standpoint, in exactly the same 
manner as labor cost. They should not 
be added to labor cost, but should re- 
ceive the same distribution treatment if 
that is at all practical. 











Inflation Situation Can Be Met if 
Federal Reserve Board Acts 


Pittsburgh Educator Tells Controllers Nation Must Be Intelligent and Courageous 
and Give Board Moral Support—Review of Monetary Systems Under Which Coun- 
try Has Operated—Silver Policy Condemned—A ddress by Dr. CHARLEs S. T1PPETTS. 


N educator's views as to the mone- 
tary policies followed by this 
country, and a review of recent de- 
velopments, were presented at a meet- 
ing of the Pittsburgh Control of THE 
CONTROLLERS INSTITUTE OF AMER- 
1cA held January 28. The article that 
follows is a digest of the address by 
Dr. CHARLES S. TIPPETTS, dean of 
the School of Business Administration 
of the University of Pittsburgh. It is 
of interest as a summary of where the 
country stands today, and of the pros- 
pects of inflation. —THE EpiTor. 


The first monetary standard adopted 
by the United States in 1791 was bi- 
metallism. We were on bimetallism 
from that date until the so-called 
“crime of 73.” The difficulty with 
bimetallism was that different nations 
had different mint ratios for the coin- 
age of gold and silver. First one 
metal and then the other would be 
exported to other countries where it 
was worth more than at home. Bimet- 
allism can be successful only if the 
leading nations will agree to adopt the 
same mint ratios. 


GREATEST PERIOD OF MONETARY 
CHAOS 

England was the first country def- 
initely to adopt gold, early in the nine- 
teenth century. For one hundred years 
she set the example which other coun- 
tries followed. The great fight for the 
restoration of bimetallism was led by 
Bryan in the 90's. Rising commodity 
prices due to increased production of 
gold gave the victory to the gold stand- 
ard so that in the decade before the 
World War it was widely believed 
that never again would monetary prob- 
lems arise to bewilder the nations of 
the world. The World War shattered 
this dream. 


The past twenty years have wit- 
nessed one of the greatest periods of 
monetary chaos in history. The gold 
standard has come under severe attack. 
When England returned to gold fol- 
lowing the war, in 1925, she set the 
price of gold too low and that is one 
reason why she enjoyed little prosper- 
ity in the post war era. For more than 
four years now she has been on a 
managed sterling paper standard and 
shows no signs of deciding on an early 
return to gold. The United States was 
the only leading nation to return to the 
gold standard following the war, in 
the old pre-war form of that standard. 

After abandoning it in 1933 we re- 
turned to a form of the gold standard 
nearly two years ago, but a gold stand- 
atd of a type different from any the 
world has yet scen. It is quite prob- 
able that as the world again returns to 
gold, as it probably will some time, it 
will be to a form of the gold standard 
similar to ours. A concentration of 
such large sums of gold in the United 
States as has taken place is at the pres- 
ent time a great obstacle to a universal 
return to gold. 

Whether it was necessary for the 
United States to abandon gold in 1933 
and devalue the dollar is a matter of 
debate. No one can speak with assur- 
ance on this point. However I do not 
believe further devaluation is desirable 
since it would lead to great interna- 
tional monetary uncertainty. 


SILVER PoLicy UNSOUND 

The silver policy of the United States 
is economically unsound and should 
be abandoned at the earliest possible 
moment. It came into being only be- 
cause of political necessity. The fu- 
ture course of the world price level is 
most difficult to forecast. It would 


appear that prices in the United States 
have now been restored to a point where 
the demands of those who wanted 
higher prices have been almost satisfied. 

There is little likelihood of a bad 
inflation such as Germany experienced. 
The passage of the soldiers’ bonus and 
future demands on the government for 
farm relief will postpone the day of 
balancing the budget. This situation 
can be met if we are intelligent and 
courageous and are willing to see the 
Federal Reserve Board exercise powers 
which can stop a bad inflation. 


BoARD Must TAKE DRASTIC 
MEASURES 


If the American people are unwill- 
ing to see the board take drastic meas- 
ures when the necessity arises, a rise 
in the price level considerably above 
the present point can very easily come 
about through bank credit inflation. 

Probably a large part of our recovery 
during the past two years has been due 
to governmental spending. This, of 
course, can not continue indefinitely. 
How long such spending will be neces- 
sary will depend on the progress of 
business recovery. When it appears 
that business can re-employ large num- 
bers of the unemployed, the govern- 
ment should move as rapidly as possi- 
ble to balance the budget. 

High income taxes for a number of 
years will be unavoidable, but a nation 
of the wealth and resources of the 
United States can carry the debt and 
begin to retire some of it. Once the 
budget is balanced we should en- 
deavor to retire several hundred mil- 
lion dollars of national debt each year. 
Let us remember that if the World 
War had gone on for one more year 
the United States would have had a 
national debt of nearly forty billion 
dollars. 








Fine Points of Administration of New 
York Unemployment Insurance Law 


Director GLENN A. Bowers Paints Picture on Eve of Date When First Pay- 
ments Were Due—T here Will Be No Striving Between States To Claim Jurisdic- 
tion Over Employees Whose Time Is Divided—Specific Questions Answered. 


HE date for payment of the first 

“contributions,” as they are euphe- 
mistically termed, under the New 
York State Unemployment Insurance 
Act, was May 1, 1936. On April 23 
Mr. GLENN A. Bowers, Executive 
Director, Division of Placement and 
Unem ployment Insurance, Department 
of Labor, addressed a meeting of the 
New York City CONTROL of THE 
CONTROLLERS INSTITUTE OF AMERICA 
and gave his hearers the latest picture 
with respect to the fine points of ad- 
ministration of the Act. President O. 
W. BREWER, of the New York City 
Control, presided. A few days later 
the date for payment of the first con- 
tributions was set back to May 15. 

Mr. Bowers has won the respect and 
admiration of controllers in New York 
for his frankness and courtesy in ad- 
ministering this difficult law. He spoke 
freely to his audience, and told with- 
out equivocation what may be expected, 
not only this year but in 1937. His 
hearers went away with a clear con- 
ception of just what they must do to 
comply with the Act. 

The address by Mr. Bowers, and 
his replies to twenty-four questions 
which were handed up to him from 
the floor, are reproduced here. They 
will be informative to controllers of 
companies in all states, it is believed. 


—THE Epiror. 


A good deal of water has gone un- 
der the bridge since I met with you 
over six months ago, but I took pre- 
cautions and have checked up the 
stenotype notes of that meeting and 
found that there were very few points 
which needed comment. And all of 
those points are covered in the ques- 
tions that have been sumbitted here in 
writing, this evening, so I will not 


undertake to go back to correct the 
particular items. 

The New York law was adopted and 
signed by the Governor, on April 25, 
just about one year ago. I had to pinch 
myself when I realized that some ten 
months have passed since I came on 
the job, when we had no employees. 
Today, with the help and the courtesy 
of Uncle Sam, through the WPA proj- 
ect, we have upwards of one hundred 
employees, and we have 40 or 50 ad- 
ditional on the state payroll. I expect 
by the end of June we may have, prob- 
ably, three or four hundred, most of 
whom will be clerks. 


EMPLOYEE RECORD PROBLEM 
SETTLED 

Someone has said—I do not know 
whether facetiously or not—that we 
are going to have a lot of records in 
our setup, and I am afraid that is true. 
We have passed over the subject of 
discussing employee records, at least 
for the time being, by declaring an 
armistice and asking the Legislature to 
make an amendment which does not 
require individual employee data in 
1936. It would not be logical to ap- 
proach the problem until September 
or October, and at that time other 
issues will be involved which will 
clarify those things which we discussed 
last fall, as regards the necessity of 
complete employee data on time 
worked, and earnings. I expect that 
issue is going to be subordinated be- 
cause of the admitted necessity of those 
very same records in connection with 
the Federal Old Age Benefit adminis- 
tration, with which the State unemploy- 
ment insurance bodies will have con- 
siderable to do, not in a direct field of 
responsibility but in cooperation with 
the staff and the Social Security Board 
in Washington. 


There was an inevitable testing of 
the New York law. It passed through 
the lower courts, and the other day the 
highest Court in New York State, the 
Court of Appeals, ruled favorably on 
the New York Law. This case will, it 
is promised, go to the Supreme Court 
of the United States, and possibly will 
be decided in the October session of 
this year. 

One of the questions which I shall 
anticipate at this time, asks me to ana- 
lyze the legal issues involved in that 
court case. I would not presume to do 
that, but would call your attention to 
the fact that this law is being contested 
both under the State Constitution and 
under the Federal Constitution. The 
highest court of the State is the highest 
authority as regards the State Constitu- 
tion, and that has already spoken. As 
to the Federal Constitution, the Su- 
preme Court has scope for its decision, 
and I am not going to risk a guess as 
to the outcome of this case in the Su: 
preme Court. 

I have long since, personally, ceased 
to be concerned about whether or not 
we shall have an unemployment in- 
surance law in New York State, be- 
cause the overwhelming judgment of 
the people in this state, including an 
increasing number of employers, is 
that some form of organized protec- 
tion against unemployment is inevita- 
ble, and that the only issue is what 
kind of a law shall that be. 


EMPLOYERS Too LATE 

May I repeat something that I said 
once before, that had the employers of 
the State that now admit this state- 
ment, come to that conclusion three to 
five years ago, they could have had 
any kind of law they wanted in New 
York State, but having overstayed the 
leave I have a sneaking suspicion that 








this may not be the kind of law that 
the employers as a body would write if 
they were doing it themselves. 

The Social Security Board has as- 
sembled a considerable staff, as Gov- 
ernor Winant has told you before. I 
should like to go on record, not so 
much for the record but for your in- 
formation, to say that that staff is a 
very competent staff. It is not the kind 
of a staff which is ordinarily referred 
to as a bureaucratic staff. Generally 
speaking, they, with most of the state 
administrations, have not had long 
governmental experience. I am sure 
it is going to be the approach of the 
Security Board, as one of practical ad- 
ministration, to place especial emphasis 
on economies. When we speak of the 
cost of administration we must recall 
that somewhere between 8 and 10 per 
cent. is a fairly low administrative cost 
for a law or a program of this kind. I 
wish it were only 5 per cent. We are 
going to use every effort we can mus- 
ter to keep it down below 10 per cent., 
but we must not be surprised if it 
reaches that point. After all, this is 
an annual business in New York State, 
amounting to a turnover of approxi- 
mately one hundred million dollars a 
year, and it does take personnel, cleri- 
cal, principally, to do that job, and we 
must not be surprised, therefore, if 
there are two or three or four thousand 
employees in the administration of the 
State law. There are already more than 
one thousand in the New York State 
Employment Service, including the Na- 
tional Re-Employment Service. 


MANY REQUESTS FOR TIME 
EXTENSIONS 

We issued, some time ago, two in- 
structions, on December 3, 1935, and 
those instructions said that on April 
one, or soon thereafter, contributions 
would be required under the New 
York State law. That was four months 
ago, and more, and yet we are faced 
today with many requests for exten- 
sion of time. It has been a full month 
since we issued our latest question and 
answer booklet which constitutes an 
official interpretation of the law, and 
yet thousands of employers in the 
State, who have had access to these in- 
terpretations, are coming today and 
asking for extensions. 
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I am not including in that group 
those who represent large organiza- 
tions with widespread employment 
operations and with complications in 
their payroll procedures, who have a 
very justifiable ground for asking for 
an extension of time, and that exten- 
sion of time will not be rejected for a 
reasonable period. But I am making 
this reference to call to your attention 
the fact that most of the employers in 
the State who read the newspapers and 
are on our mailing list have had full 
opportunity to comply and their in- 
ternal payroll problem is not too large 
for them to comply with the require- 
ments of the law. 

Therefore, it is not with any vin- 
dictiveness at all that there may be 
issued in the near future pointed state- 
ments to the effect that these employers 
must comply on dates specified or suf- 
fer the penalties involved. And let me 
state again that I am not referring to 
those who have a justifiable reason for 
delay. I may say that such extension 
will not only be given as regards this 
first payment of May 1, but if the sit- 
uation warrants it it will be given 
currently as regards the monthly pay 
days which are, as you know, the end 
of the calendar month, with a leeway 
of fifteen days. 

There are some employers who have 
establishments all over the State who 
may have trouble doing the job in the 
fifteen day period. If anybody claims 
that he is burdened by it he can be 
sure the administration is not going to 
make itself ridiculous by insisting on 
something relatively impossible. 

As regards the May 1 date it should 
also be noted that if employers almost 
ready to make their reports will pay 
the contributions, they may later sub- 
mit an amended return. 

We have been talking about inter- 
pretations of this law for six or eight 
months. We have unfolded our minds 
with your help and with the help of 
other employers as to what this law 
means. There are sections which we do 
not fully understand as yet. We can 
read them and understand what they 
mean and what the Legislature prob- 
ably intended, but we do have some 
difficulty in understanding how we are 
going to carry out what the law says. 
You will be asking questions, I trust, 
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which point to some ridiculous deci- 
sions. Many of them relate to the field 
of sub-contracting or what seems to be 
sub-contracting. The field of casual em- 
ployment offers difficult problems, and 
that field is not excluded in the New 
York law. 


SUMMARY PAYROLL REPORTS 
SUFFICES 

On approximately the first of this 
month instruction No. 3 was issued, 
specifying the submission of a sum- 
mary payroll report. That summary 
report is all there is, there isn’t any 
more required in 1936. (Applause.) 
Do not clap too soon because 1937 is 
around the corner. If we are able to do 
as we choose we shall try to keep 1937 
on as simple a basis as we can, even if 
it is not as simple as 1936. 

Someone asked the other day if 
there were possibilities that employers 
could submit their reports and pay con- 
tributions quarterly. And my answer 
was, ‘Please do not ask that question 
today—give us a little time, and we 
shall have the results of an analysis 
we are already making.” We shall 
have the suggestions from employers 
whom we have already asked, and I 
extend that same invitation to you to 
help us in determining what is the 
most practicable period for payment 
of contributions and reporting. 

For the casual employer, and gen- 
erally speaking, the smaller employer, 
although that is not always true, the 
more frequent the report the easier it 
is for the employer. And by the same 
token the more effective it is for the 
administration because by frequent re- 
ports we get the contributions and the 
data. By longer periods between re- 
ports for this group of employers we 
shall not get the data promptly, and, 
especially, we shall not get the con- 
tributions. Not all of it shall we miss, 
but we shall miss a great deal because 
it is very difficult to get blood out of 
a turnip. After an employer has gone 
bankrupt and evaded contributions, it 
is extremely difficult to get it. So, hav- 
ing the interest of the fund itself at 
heart, you have the same concern as 
does the administration, in the fre- 
quency of the reports. Although at first 
blush it might seem that frequent re- 
ports may be burdensome on the 
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larger and more responsible concerns, 
there are two sides to that question. 


FREQUENT REPORTS DESIRED 


One of the questions here, this eve- 
ning, asks if it is possible to pay the 
contributions currently at frequent 
periods, and then submit statistical re- 
ports at less frequent intervals. That 
person may have something different 
in mind than what I am answering, 
but the reverse seems to be true for 
the employer who submits the data and 
is a responsible employer. 

We really do not care when he pays 
the money. In general that statement 
stands up. We do not need the money 
immediately, and, assuming reliability 
of the employer, and with the knowl- 
edge on our part that he has incurred 
a tax liability, as with the Federal 
Government, we could very well wait 
until the end of the year. So the re- 
verse of the question seems to be true, 
that the statistics should be reported 
more frequently, as a by-product of 
current operating records. You who 
keep current operating records so that 
they reveal results from payroll period 
to payroll period have little burden 
placed upon you, I dare say, by send- 
ing an envelope to this division once a 
month. 

Some of you may prefer to send it 
once a week. We have no desire for 
that, however. 

Now getting back to the point, we 
want to find out what type of em- 
ployers should have frequent reporting 
periods, and what type of employers 
should be given the longer reporting 
periods. Certainly in the case of the 
employer of household servants, that is 
in an independent household with four 
or more employees, to pay and report 
every month is a little bit irritating, if 
not burdensome. A household is not 
ordinarily organized to submit its re- 
port that way, and I expect that the 
doctors and lawyers and other profes- 
sionals, having smaller numbers of em- 
ployees, can be better given a longer 
period to make the report than can the 
larger employers, however sizeable 
their returns may be. 

I should like to conserve your time 
and not speak useless words or make 
repetitive statements. I think it might 
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be better for your purposes to get into 
concrete questions which are of interest 
to more than those who ask them and 
to open up the floor by asking other 
questions from these comments I am 
going to make. Your chairman was 
very thoughful to have these questions 
put in writing because we can at least 
put similar ones together. 


DISCREPANCIES BETWEEN STATE AND 
FEDERAL PROVISIONS 


Before we lose the opportunity, I 
want to refer to certain discrepancies 
in the interpretations between the Fed- 
eral Government and the State of New 
York. I shall not do that at the moment 
but I have had this tabulation prepared 
comparing the regulations under logi- 
cal subject heads, and have indicated 
certain ones in which I feel sure that 
you would be interested. 

May I repeat that these questions are 
not necessarily in a logical order, but 
I will take them as I have had them 
presented. 


Question No. 1: 

Should part time help be segregated 
from regular help in reporting the pay- 
roll? 

The answer is that the unemploy- 
ment insurance division is not con- 
cerned with the segregation of such 
payrolls. The employer may submit it 
in any combination or form that he 
desires. 

In 1937, as I shall comment more in 
detail later, it is contemplated that the 
records on individual employees will 
have to be posted, and therefore it 
makes relatively little difference how 
they come to us. We need not, there- 
fore, specify the standard form in 
which they are to be submitted. 


Question No. 2: 

Where a salesman earns commission in 
1936 but part is held back until the cus- 
tomer pays his account in 1937, is this 
earning to be credited to the 1936 pay- 
roll and contributions paid on that basis 
or shall it be included along with the 
1937 payroll? 


I call your attention to the fact that 
this inquirer has put a joker in the 
question. Ordinarily the answer would 
be that the earnings of the salesman, 
the commissions earned on a sale made 


in 1936, should be accounted for in 
connection with the 1936 payroll. That 
is, we want the employers to use the 
accrual basis, rather than the date of 
cash payment. But the joker in this 
question is “until the customer pays his 
account in 1937.” That makes the con- 
tributions actually payable in 1937, as 
of 1936. 


Question No. 3: 


Where a salesman has overdrawn bal- 
ances as of December 31, 1936, are these 
deductible from the 1937 earnings before 
computing the tax? 


The answer would be yes, if we 
were closing down the law at the end 
of 1936, because that would be an item 
referring to the 1936 account only. 
But in actual practice employers may 
find it more convenient and we may 
find a logical basis for agreeing to that 
method to have a running record sys- 
tem in dealing with the type of cases 
here referred to, the cases where pay- 
ments are made to employees in ad- 
vance of those commissions. 


Question No. 4: 


What steps does it seem desirable to 
take to protect tax funds paid to the 
authorities of New York State and in 
turn paid by them to the Federal au- 
thority in the event the Federal statute 
is declared unconstitutional? 


The Federal statute, bear in mind, 
has not yet been contested. It will, of 
course, be contested in time. Money 
paid on account of the Federal statute 
never comes to New York State, there- 
fore we are not concerned with this 
question. 

The inquirer meant to ask, if I may 
suggest, what becomes of the money 
assessed by New York State and paid 
to New York State and handed over 
to the Federal Government in trust 
for investment purposes. 

New Hampshire has a procedure 
whereby the administrator of the law, 
or as an alternative procedure a des- 
ignated bank, may act as trustee for 
the contributions of the employer due 
to New Hampshire in 1936. That 
procedure was never submitted or ap- 
proved by the Federal Social Security 
Board. 

Employers who have complied with 
the procedure have done so in good 
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faith. Whether or not they will be per- 
mitted to continue with it is question- 
able—and I speak as one who knows 
what is in the minds of the Board in 
Washington.—If the employers are 
permitted to continue that procedure it 
will be probably an exception in the 
United States, and I doubt if the Fed- 
eral Social Security Board will ever 
permit that to be started in any other 
state. It is an interesting point. The 
Board requires a state to submit to it 
its law for approval, and then at this 
period has permitted the state to do 
anything it wants to, to circumvent the 
literal requirements of the law, as in 
this instance. Technically speaking, the 
Board could come back and say, “Your 
law is not approved because you have 
inaugurated a practice contrary to the 
wording of the law, namely that con- 
tributions received must be turned over 
to the Federal Government immedi- 
ately, under the trust fund as pre- 
scribed in the law.” 

At the latest meeting of the Advi- 
sory Council this question was brought 
up, and before we knew as much about 
it as we do now everybody agreed that 
it is a fine thing to do. Nobody wanted 
to keep the contributions if collected 
unconstitutionally, and therefore I was 
asked to prepare an agreement like 
the one under the New Hampshire 
law, and encountered immediately the 
obstacles to which I referred in ap- 
proaching the Social Security Board. 
And, secondly, in our own State the 
Attorney General points out that the 
State laws do not permit a State of- 
ficial to be a trustee of funds pre- 
scribed by law as state funds, and 
therefore we must throw out the pos- 
sibility of the fund procedure. 

Then what to do? We approached 
the Attorney General of New York 
and the Treasury Department in Wash- 
ington through the Social Security 
Board. Our Attorney General has said 
that he will issue a ruling to the ef- 
fect that in the event the New York 
law is rendered unconstitutional, the 
money will be returned to those who 
have contributed it. We found that the 
Treasury Department in Washington 
will issue a similar ruling that in the 
event the New York law is declared 
unconstitutional it will participate in 
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the return of that money. And I 
thought that settled the question, but 
in a conversation a few days ago some 
legal wizard pointed out that some tax- 
payer might mandamus a public of- 
ficial and prevent his doing what he is 
willing to do, and so, as a final step 
in the program the employers of the 
State are in the process of amending 
the law, giving a statutory basis as to 
the return of these contributions. 

But do not be too optimistic. I 
doubt very much, speaking person- 
ally, and looking at it as a fact, and 
not expressing the judgment as to 
what should be—I doubt whether in 
the last few days remaining of the 
legislative session you are going to 
get an amendment through, and I 
do think, then, that you will rest on 
the commitments of the Attorney 
General in New York and the Treas- 
ury Department in Washington, 
which so far as they are speaking 
within their powers are all anyone 
could ask. 

Getting back to a more practical 
point: I think it is a lot of horse- 
play, anyway, trying to get the 
money back. Not that it should not 
be given back. Unemployment in- 
surance is embedded in the minds 
of the people of the state, and no 
legislator dare come back home and 
say, “I voted against the unemploy- 
ment insurance law.” 


Question No. 5: 


An individual employed four domestic 
servants in thirteen weeks in 1935. Said 
individual employed only three domestics 
in January, February, and March of 1936. 
He filed his initial statement on January 
1, 1936. Does he have to pay contributions 
on May 1, 1936? 


Yes, because the law says that an 
employer is covered if he has had 
the four employees for thirteen 
weeks in 1935, and he can get uncov- 
ered only upon application to the In- 
dustrial Commissioner, and with a 
certification that he has now employed 
four employees within any week in 
the preceding calendar year. Once 
you're in its awfully hard to get out. 
Bear in mind that I doubt that even 
the person who wrote this law real- 
ized the implications that that par- 
ticular law held. It leads to wider 
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covering of the law. If you will re- 
view the history of labor legislation, 
coverage is extended and increased. 
Hence, we do not need hope as a 
practical procedure for that pro- 
vision ever to be taken out of the 
law, even though at this particular 
stage it may seem a little ridiculous. 


Question No. 6: 

How does the Bureau justify its ruling 
that Christmas gifts to employees must 
be included under any and all circum- 
stances in the computation of contribu- 
tions payable by employes? ° 

There is a widespread custom of 
paying annual bonuses. Those an- 
nual bonuses are obviously a part of 
the compensation earned during the 
year. For us to allow Christmas 
gifts to be exempt would be a very 
frank chance to have bonuses paid 
in that manner. Not, of course, by 
any in this room, but by others that 
would take advantage of this oppor- 
tunity. (Laughter.). And therefore 
it can be paid to employees not as 
a true gift from Santa Claus but as 
an indirect remuneration and reward 
for services rendered. 


Question No. 7: 


Will the Commission issue receipts for 
contributions to be used as proof for 
purposes of credit under the Federal law? 


The purpose of that receipt being 
to give the employer a document 
which he could submit as evidence 
to Washington that he had paid the 
State tax and thereby get his allowed 
90 per cent. deduction. A receipt 
will be given to employers for that 
purpose, or some other equivalent 
substitute will be given. I want to 
leave the gate open there because 
there might be a more practical pro- 
cedure for the State and an equally 
satisfactory procedure for the em- 
ployer, grow out of other record 
keeping and other auditing require- 
ments which may be formulated as 
other phases of the Social Security 
Act. In general, though, the em- 
ployer will have a written evidence 
to show that he has paid a given 
amount to the State. 


Question No. 8: 


What provision is made for distribut- 
ing payments by class of service on em- 
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ployer records so that employers may be 
given information to comply with Regula- 
tion No. 90 of the Bureau of Internal 
Revenue? 

Mr. Durkee and I have searched 
to find a basis for that question. All 
the records we have originate from 
the employer and, therefore, it is a 
little unreasonable for him to expect 
us to compile his records in a form 
so that he may send them to Wash- 
ington. If we have records of the 
employer’s payroll which are of use 
to him, however, in preparing his 
statement to Washington, and if 
they can be made available to him 
conveniently, and without disrupt- 
ing too much the work of the office, 
we should be glad to return to him 
summaries of his own records, if he 
has not kept them in a form of some 
kind during the year so that he can 
read them. (Laughter.) 


Question No. 9: 

Are the sums paid for the difference 
between the fee received for performance 
of jury duty and the normal wage tax- 
able to be reported in the contributions 
paid thereon? 

If an employee has been called to 
jury duty, and receives a nominal 
return, and the employer pays him 
the difference between that jury fee 
and his normal salary is that extra 
amount to be taxed? That is the sub- 
stance of the question. The em- 
ployer is not, again, a mere Santa 
Claus. He is paying it for anticipated 
benefits from that employment, and 
it would be ordinarily carried on the 
payroll and may I say, anything that 
appears on the payroll regardless of 
what it is for, is the basis for con- 
tribution. You will immediately 
connect that with the question: 


Question No. 10: 

Are traveling expenses to be included 
and how separate them? 

It has been answered a number of 
times that any traveling or other ex- 
penses of a non-personal remunera- 
tive nature do not need to be in- 
cluded but must be accounted for 
separately. There must be two sep- 
arate columns. If you have a truck- 
man you must set up so much for his 
truck service and so much for the 
labor involved. It is too bad that 
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that has to be but it is the only way 
we can audit records to see that they 
are properly covered in the payment 
of contributions. 


Question No. 11: 

A company has 800 employees within 
the State. Five hundred are employed at 
its New York City office and 300 through 
seventeen branches, all paid by the main 
office. All records are maintained at the 
main office at New York. How many re- 
ports should be filed? 

Just as many as the employer finds 
it convenient to file—anywhere from 
one up to the seventeenth. There is 
no requirement that they be consoli- 
dated. Yet there is no objection if 
they be consolidated. 

But bear in mind that we must 
know the location of the individual 
employee. That, however, could be 
submitted in one preliminary state- 
ment and if a change in location was 
not made, no additional information 
need be submitted. 


Question No. 12: 

Supposing all commissions and pay- 
rolls are paid from New York City, but 
in the cases of temporary employees, 
these employees are paid locally by such 
office that employs them. Must a report 
be made for each office? 

Why must total hours for a group of 
employees be reported; they are of no 
value to you for benefits? 

The answer is the same to this as 
in the answer to the question I have 
just given. As to the question, Why 
must total hours for a group of em- 
ployees be reported? He says they 
are of no value to you for benefits. 
That is correct but the law specifies 
that we must study and formulate 
differential scales of benefit for par- 
tial unemployment. Although the 
large and stable employer, in most 
of his employment, may not be ex- 
posed to that kind of a provision, 
still even the large employer and a 
great many of the smaller employers 
have units in their operation which 
have habitually partial unemploy- 
ment circumstances. Take for in- 
stance the dry goods business, at the 
end of the year. 


Question No. 13: 


Does the New York administrative 
agency intend or have any intention of re- 
quiring individual employee reports? 


Bearing in mind that we have is- 
sued no ruling or instructions on 
that point and that none will be is- 
sued as regards the 1936 payroll, the 
answer is yes, we do intend to ask 
for and keep individual employee 
records. After months of study and 
conversation with those who know 
most about it, and about this type of 
thing in company as well as in pub- 
lic administration, no one has yet 
been able to point to a way whereby 
for all employees in the State or 
even for a majority of employees in 
the State we can administer this law 
without knowing who is covered 
and to what extent. That issue has 
been thrashed out heretofore. The 
memorandum I sent to the Advisory 
Council on November 13, 1935, I 
think, still stands. It was released 
and distributed only yesterday, by 
the American Management Associ- 
ation, in an excellent document. I 
call attention to that last paper be- 
cause it does have a fourth way out. 
I will not undertake to review those 
alternative procedures for repre- 
sentation, but if you will look up the 
American Management Association 
papers on records of the Chicago 
meeting, I think you will find it an 
up-to-date summary of what we in- 
tend to do with reference to em- 
ployee records. Our mind is not 
closed on that subject, and if anyone 
can yet come forward with a plan 
which will stand up not only with us 
but with the associates of such a 
group, we are going to take it, be- 
cause it may save us money and it 
may be easier to do, and if it is, we 
want to find that way. 


Question No. 14: 


For how long does New York require 
retention of payroll records? 


I would advise that the employers 
should keep them for five years. I 
hope we do not ask you for them, 
but if such record has been sub- 
mitted to the Division of Unemploy- 
ment Insurance in the form of a 
duplicate copy of the payroll, a car- 
bon copy or a punch record or any 
other duplicate copy, we will regard 
that record as a primary record and 
therefore it would make unnecessary 
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the going back into any employer's 
record after it is once submitted. 

Let me expand that a moment: 
One of the alternative methods re- 
ferred to for reporting employee 
data which may be used in 1937 is 
a photostatic copy of the payroll. 
Any number of employers have said 
to us without our stimulating the 
point at all, “Would you permit us 
to submit a photostat copy?” And 
we say, “Yes.” And we have ac- 
tually had sighs of relief because for 
the employers who can do it that is 
the easiest thing to do, if he has such 
equipment. But I do not want to 
dwell on it to the point that you 
think we are arguing for that, be- 
cause we do not care. 


Question No. 15: 


The District of Columbia Corporation 
Counsel has ruled that an insurance sales- 
man in the District of Columbia is an 
independent employer. Is this true in New 
York? If so, is not every commission 
salesman an independent employee over 
whom no more control is held? 


Yes, that is true both of the sales- 
man and any other commission sales- 
man over whom no control is held, 
or, in fact, over whom a slight con- 
trol is held. The test is that evasive 
thing, the degree of control, and 
each of you will want to watch in 
these border line cases the degree of 
control which you exercise over your 
salesman or contract agents or what 
not, in order to bring them in or out 
of the law. In answer to the ques- 
tion you may refer to Question 207.2 
in the recently issued Interpreta- 
tions. 


Question No. 16: 

Will any extension beyond May 1 be 
made? 

Yes, on application and justifi- 
cation that it is not a general desire 
for a delay. But you know we would 
be following the heights of ridicu- 
lousness when there are hundreds of 
employers who have not learned 
even that there is a law. 


Question No. 17: 


Why must each separate payroll be re- 
ported? 
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The basis of this whole law is the 
individual payroll. As a practical 
matter every record goes back to the 
individual payroll. For auditing pur- 
poses it is a very great convenience 
for us to have the amounts, the sum- 
mary total, and the other items, the 
hours, and so on, for the individual 
payroll. It will give trend statistics 
and will be useful in many other 
other ways, but those reasons are 
not in themselves justification for 
the employer to go to an undue 
amount of trouble to submit it on a 
payroll basis. But I cannot see how 
it would be any more work, bearing 
in mind that we have to go back 
and break down this total that has 
been given us, through a cursory or 
a detailed inspection. Now we are 
not going to be foolish again in the 
details of auditing, but experience 
has been developed to the point 
where samples and other means can 
be followed, so that it is not a bur- 
densome or unreasonable amount of 
work. I wish we did not have to do 
it at all, but certain employers make 
it mecessary—again, not in this 
room. (Laughter.) 


Question No. 18: 

When the same employee appears on 
two separate payrolls, must the commis- 
sion be reported separately from the 
regular salary payroll? 

The employer may report an in- 
dividual employee on any number of 
payrolls on which that individual 
works, bearing in mind that the re- 
port in 1937 for the individual em- 
ployee will be not only by name but 
by his key number and that will lead 
us to a total of all his employments. 
We would rather it were all in one 
report, but if the employer find it 
inconvenient to fill the various earn- 
ings in it is not necessary provided 
he uses the correct employee symbol. 
You will recall, and it is now not 
anticipation, it is a fact, that the em- 
ployees’ numbers will be issued by 
the Federal Social Security Board, 
and New York State has already re- 
ceived its block of numbers. Ours is 
the 25-75 million group and amounts 
to eight digits. Those dealing with 
employment outside of the State of 
New York will have to deal with 
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nine digits. That number will be 
the same for the Federal Old Age 
Benefit Administration. 

Incidentally the employers’ num- 
bers which are soon to be issued to 
you, will be the same numbers you 
will use in dealings with the Federal 
Social Security Board, so you will 
not have a combination of numbers 
for the employers. 


Question No. 19: 

What provision has been made to re- 
fund excess payments to those employers 
overpaying? Will such refund be an ac- 
tual money refund or merely a credit? 

It will be primarily in the form of 
a credit. 


Question No. 20: 

Will New York require termination of 
employment reports? If so, will such a 
report be necessary if an employee is 
transferred from the State but retained in 
the employment of the same company? 

The fact that an employee has 
terminated employment must be 
made known to our Division. It may 
come to us through an automatic 
failure to report him on the payroll, 
if you are reporting copies of pay- 
rolls. It may come through a sepa- 
rate listing of the employees who 
have left in that particular period. 
It may come in various alternative 
reporting ways, outlined in the ar- 
ticle to which I refer. If the 
employer uses the separation report 
method, that certainly requires the 
submission of termination reports. 
That must also be done with the em- 
ployee who leaves the State, because 
the new states must pick the em- 
ployee up, and our State should be 
cleared of that employee. 

Incidentally, there is an interpre- 
tation that we have followed with 
respect to employees in interstate 
employment, that is, where the em- 
ployee himself works in more than 
one state within a given period, and 
where it is mot readily apparent 
where the greater part of his work is 
performed, or if the majority of work 
is performed in no one state, such 
employees are to be reported in that 
state in which the office to which 
they are responsible is located. That 
is an arbitrary rule for the determi- 
nation of where the majority of the 
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work is performed. If any other 
state wants to argue with New York 
State we will gladly give up the cov- 
erage, because every employee means 
a responsibility for benefit payments. 
Hence, there is no competition be- 
tween the states on that score, and 
no advantage to the employer to put 
it in one state as contrasted with an- 
other, because the money has to be 
paid to the state or Federal Govern- 


ment, anyway. | 


Question No. 21: 

Will the employer be authorized to 
consolidate his semi-monthly or monthly 
individual employee records into a 
monthly or annual permanent record to 
be retained as long as required or must 
the separate records be retained? 

There is no requirement that an 
employer consolidate any payrolls or 
keep any cumulative record of em- 
ployees or group of employees. Bear 
in mind that we have got it anyway. 
We keep it automatically. We have 
to accumulate it for the individual 
and for the individual employer. But 
the employer, himself, need not keep 
the cumulative record provided he 
has submitted the detail to us in the 
initial instance. 


Question No. 22: 

Under Federal law every one is covered 
up to $3,000 per annum, under State law 
coverage is extended only to those earn- 
ing approximately $2,600 or less. In what 
way does an employee earning in excess 
of $2,600 in New York State benefit from 
the employer’s contribution to the Fed- 
eral Government? 

Without seeking to clarify the 
question I can cover the point, I am 
sure. The Federal law does not 
place a $3,000 per annum limit. That 
has to do with the pensions. In New 
York State, under the amendment, 
employees receiving at the rate of 
more than $50 a week, or more than 
$2,600 a year, are not covered and 
we have no concern with those in- 
dividuals. We do not even want to 
know who they are. That is in the 
non-manual group, I should have 
said. There was a time when we 
thought that we were smarter than 
we were, and we said that employers 
might voluntarily elect to cover the 
non-manual employees above the 
$2,600, payment to be made to the 
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State, and thereby refrain from pay- 
ing it to the Federal Government by 
enlarging the deductible sum. But 
our desires outstripped the law. The 
law does not give us any authority to 
cover that particular group of em- 
ployees, the non-manual workers 
above these limits. In fact, if we 
tried to do so we would be in viola- 
tion of specific terms of the law, and 
therefore a company having a sub- 
stantial non-manual payroll will 
never get the full credit from the 
Federal Government, because it will 
not have paid enough to get the 


credit. 


Question No. 23: 

You spoke of the consolidation of 
branch reports. Does the same answer ap- 
ply to consolidation of parent and sub- 
sidiary or affiliated companies? 

It does, with this qualification: 
We desire, in the administration, to 
permit such consolidated company 
reports if there is no legal provision 
against our doing so, and we think 
there is not. If the law requires an 
individual corporation to be the re- 
sponsible unit under this law, that 
corporation being a subsidiary or an 
afhliated unit, it would seem reason- 
able, technically, to say that they 
must keep the records separate. But 
I was talking only today with a cor- 
poration which has just this prob- 
lem: Certain groups of its subsid- 
iaries have men paid in common, 
and the money is distributed by an 
accounting procedure to the differ- 
ent companies for whom the work is 
done. The employee may work for 
half a dozen different companies, 
and the payroll would show it. We 
do not want to require that that pay- 
roll unit be required to break down 
its individual employee records, and 
so we are working out a procedure 
whereby they submit the names of 
the corporations they serve, and the 
basis for distribution of the salaries, 
and a report for the individual in a 
consolidated form. Anything is possi- 
ble, in other words, in this procedure 
as regards your relations with us, 
and as regards reporting, if we can 
work it on a practical basis. Indi- 
vidual merit rating, though, would 


make that question immediately im- 
portant. 


Question No. 24: 


This is the question, Mr. Chairman, on 
which I said I might make a speech, but 
I have reached the stage where I do not 
want to make a speech. The question is: 
Will not various so-called Social Security 
Acts ultimately result in destroying real 
social security because of their cost? Are 


we raising Frankensteins that will destroy 
our economic system? 


I am not so sure but what we are, 
but I believe we have already some- 
thing looming more imminent be- 
fore us than this Frankenstein. The 
whole economic system would not 
stand up five years without this tax 
burden to distribute the cost of low 
standards of living among the popu- 
lation as a whole. This country has — 
at least ten million families unem- 
ployed, dependent on public relief 
rolls. Do you think for a moment 
that you can stop paying them this 
unemployment compensation? This 
unemployment compensation is 
merely a cushion to keep some of 
them off the relief rolls; not an addi- 
tional net social cost. If we do not 
have this burden in a systematic way 
we will have it much heavier in an 
unsystematic way, and I dare say we 
would not even be waiting for the 
Frankenstein to devour us. I thank 
you! (Extended applause.) 


CHAIRMAN O. W. Brewer: I see 
that it is about ten o'clock, our usual 
closing hour for these meetings. 

I am sure that we have all got a 
great deal of information tonight, and 
we are all very grateful to Mr. Bowers 
for coming out and clarifying these 
situations. 

I have a motion before me to ex- 
tend a rising vote of thanks to Mr. 
Bowers. 

. . . . The audience arose and ap- 
plauded Mr. Bowers... . 

.... The meeting adjourned at 
ten-five o'clock .... 


Fifth Annual Meeting of Controllers 
Institute of America will be held Oc- 
tober 5 and 6, 1936, in New York 
City. Controllers are asked to have 
those dates in mind. 
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‘COMPTOMETER METHODS 
OPEED KRAFT CHEESE 


igure work 


“SINCE adopting the ‘Comptometer’ Peg-Board 
method, we have eliminated unnecessary copying 
of figures, reduced errors, effected substantial sav- 
ings, and are producing figures earlier than ever 
before,” writes the General Office Manager of 
Kraft-Phenix Cheese Corporation. 


“The ‘Comptometer’ Peg-Board combination is 
used on our sales analysis, farmers’ milk payroll, 
expense distribution, truck delivery accounting, 
and for consolidating various reports. I might add 
that we maintain a centralized ‘Comptometer’ bat- 
tery where most of our figure work is routed.” 


Because of their extreme flexibility, “Compt- 
ometer” methods can be applied profitably to 
nearly every type and size of business. For full in- 
formation regarding “Comptometer” methods and 
equipment, phone the District Manager of the 
“Comptometer” office in your locality, or write 
direct to Felt & Tarrant Mfg. Co., 1734 N. Paulina 
Street, Chicago, IIl. 





At right is shown a unique application of the Peg-Board 
—check writing. More than 20,000 checks are written 
monthly at Kraft’s Chicago office and mailed to farmers 
in payment for milk. The check, containing production 
figures which serve as farmer’s receipt, and the payroll 
record are made simultaneously with one writing. All 
figuring, of course, is handled on the ‘“*Comptometer.” 
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Operation of Budget of Furniture 
Manufacturing Company 


The operation of the budget of 
the Heywood-Wakefield Company, of 
Gardner, Massachusetts, furniture man- 
ufacturers, is described by Mr. H. C. 
Perry, of that company, a member of 
THE CONTROLLERS INSTITUTE OF 
AMERICA, in a report published in a 
recent issue of the company’s house 
organ. The report was prepared by 
Mr. Perry, and compares the per- 
formance for 1935 with the budget 
established in 1934. It reads: 


“The Corporation has for a considerable 
period used a program of Budgetary Con- 
trol for the purpose of establishing an 
objective against which the performance of 
the business could be measured from year 
to year. Based on a sales forecast delivered 
by the Sales Department at the beginning 
of the year and supported by records of 
past experience interpreted in the light of 
future expectations, all necessary costs of 
doing business (gauged by the elements 
of labor, material, and overhead), are set 
against this Sales Dollar Forecast and an 
Estimated Profit and Loss account thus 
worked out for use of the management. 
Performance against the Forecast is ex- 
amined from month to month and varia- 
tions which affect the Profit and Loss objec- 
tive are brought to the attention of the 
operating departments responsible for them. 

“Having completed another year, an ex- 
amination of the results obtained from these 
methods is timely and in order. The 
Budget is of no value unless used con- 
structively, and history and experience are 
of little worth unless something is learned 
from them. 

“At the beginning of last year and upon 
delivery of the Sales Forecast, manufactur- 
ing cost, constituting labor, material and 
overhead, was estimated at 77.3 per cent. 
of the Sales Dollar. The actual result is 
77.5 per cent. Since actual sales exceeded 
Forecast by 8 per cent. the ratio of manu- 
facturing cost should have been slightly 
less than the estimate. Analysis of this 
variation discloses that extraordinary repairs 
to buildings and equipment made necessary 
by an expanding volume of business, were 
responsible. 

“The cost of selling and administration 
was estimated at 20.7 per cent. of the Sales 
Dollar. The actual result in this case is 
19.9 per cent. Sales having exceeded Fore- 
cast by 8 per cent., the ratio of this item of 
expense should be lower and it is. Net 
Profit on Sales was estimated at 1.3 per 
cent. Actual Net Profit is 1.7 per cent. 

“These results demonstrate the benefits 
derived from the operation of a Budget. 
Sales may exceed or fall short of expecta- 
tions, necessitating adjustment of all ex- 


penses to meet changed conditions; but the 
Budget, nevertheless, serves to establish a 
reasonably clear objective of company per- 
formance. It makes necessary the consid- 
eration of expenses before they are incurred 
and fixes responsibility if the anticipated 
results from operations are not met. The 
knowledge that comparisons are being made 
between estimated and actual performance 
has the effect of stimulating greater accu- 
racy in forecasting and the urge to operate 
within established appropriations.” 


MORE AUTHORITY GIVEN 
LOCAL REVENUE AGENTS 


To enable taxpayers to settle their income 
tax cases at home, Commissioner Guy T. 
Helvering, Bureau of Internal Revenue, has 
authorized the Internal Revenue Agent in 
charge of the Cleveland Division of the 
Income Tax Unit, beginning April 1, 1936, 
to issue final notices of deficiency in income 
taxes (ninety-day letters). These letters 
represent the final notice under the statute 
to income taxpayers, of the proposed assess- 
ment of additional taxes, and advise them 
that upon petition the case will become 
subject to the jurisdiction of the United 
States Board of Tax Appeals. 

The commissioner also has authorized 
Internal Revenue Agent in Charge John R. 
Kirk at Cleveland to assume the respon- 
sibilities and authority of the Income Tax 
Unit in Washington in conducting nego- 
tiations for settlement in respect of pro- 
posed increases in tax liability and in the 
consideration of the entire record in the 
endeavor to reach agreements with tax- 
payers or their counsel. The effort is to 
afford the taxpayers a more convenient and 
less costly method of disposing of their in- 
come tax questions than under the former 
plan, and to enable the Bureau of Internal 
Revenue to expedite the work of audit and 
investigation. 

Internal Revenue Agent in Charge Kirk 
will be assisted by a staff of engineers, at- 
torneys from the office of the general coun- 
sel of the Treasury Department, and tech- 
nicians of long and varied experience, and 
arrangements have been made with the 
United States Board of Tax Appeals to have 
speedy trial in instances where settlement 
negotiations by the representatives of the 
Bureau with the taxpayers are not success- 
ful. 

The Bureau’s announcement says: “This 
new procedure will result in the withdrawal 
of many cases from the field of controversy. 
The taxpayer will have the advantage of 
conducting his final contacts with the Bu- 
reau near his home or place of business, 
and failing to reach an agreement with the 
field forces will have the opportunity to 
present his views and arguments to repre- 
sentatives of the Bureau and the Depart- 


ment of the Treasury who will have had no 
prior contract with the case. The plan is 
designed primarily to save time and money 
for taxpayers, although it intends and 
should result in more speedy trial of is- 
sues before the Board of Tax Appeals and 
the courts.” 


REGULATIONS UNDER 
CARRIERS TAXING ACT 


Commissioner of Internal Revenue Guy 
T. Helvering has released Regulations 93 
relating to the taxes imposed under the 
Act approved August 29, 1935 (49 Stat. 
974), commonly referred to as the Car- 
riers Taxing Act. 

The regulations deal with the three sep- 
arate taxes under the Act. The effective 
period of the taxes is limited to one year. 
These taxes are imposed upon (1) car- 
riers, (2) their employees, and (3) em- 
ployees’ representatives. The taxes apply 
only to wages paid and received during 
the period March 2, 1936, to February 28, 
1937, both dates inclusive, for services of 
employees and of employees’ representa- 
tives. The Act and the regulations define 
taxable remuneration and the classes of 
taxpayers in detail. 

The definition of carrier includes, in gen- 
eral, railroads, express companies, and 
sleeping-car companies, and certain of their 
subsidiaries and affiliates performing serv- 
ice in connection with railroad transporta- 
tion. An employees’ representative is a 
present or former employee of a carrier 
whose duties as an officer or other official 
of an employee organization include repre- 
senting carrier employees under the Rail- 
way Labor Act. 

In general, any remuneration for services 
as an employee of a carrier is taxable under 
the Act, whether received in money or in 
other remuneration. If, for example, an 
employee receives $150 in money and a 
grocery order for $50, his taxable com- 
pensation would be $200. Excluded, how- 
ever, is any sum in excess of $300 paid by 
a carrier to an employee for services per- 
formed in any calendar month. Thus, if 
an employee receives $500 from a carrier 
for services performed in one calendar 
month, only $300 of such sum is taxable. 
Also excluded are tips and the value of free 
transportation. Pension payments, work- 
men’s compensation payments, and any pay- 
ments of like character received on account 
of sickness, disability, or other form of per- 
sonal relief, are not taxable. 

The tax on each employee is measured 
by the wages he receives, and each carrier 
is taxed on the sum of the wages it pays 
to its employees. The rate of each of these 
taxes is 314 per cent. of the wages. 

The Act provides that each carrier shall 
withhold the tax on employees at the time 
the carrier makes wage payments. Amounts 
so withheld, together with the tax on the 


(Please turn to page 125) 
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TO PREVENT 
POSTAGE LOSSES 


PROGRAM OF COMMITTEE ON 
PROFESSIONAL STANDING 


Mr. B. G. Smith, Chairman of the Committee on Profes- 
sional Standing, of THE CONTROLLERS INSTITUTE OF 
AMERICA, has issued the following announcement: 

The Committee on Professional Standing is being organ- 
ized this year on a nation-wide basis, a distinct departure 
from The Institute’s policy in the past. Six Controls have 
already nominated one member each to serve on this com- 
mittee, as follows: 


Chicago—Roy S. Ho.pEN, Public Service Company of 
Northern Illinois. 

Philadelphia—LON D. MorGan, Schramm, Inc., West 
Chester, Pa. 

St. Louis—Loutis G. Rowe, Emerson Electric Mfg. Co. 

New England—C. Eis SPENCER, Crompton & Knowles 
Loom Works, Worcester, Mass. 

San Francisco—ARTHUR T. SAUNDERS, Balfour, Guthrie & 
Co. Ltd. 

Cleveland—C. C. McConkIE, Plain Dealer Publishing Co. 


The New York section of the committee consists of the 
following members at this writing: 


George M. Arisman—Armstrong Cork Company, Lancas- 
ter, Pennsylvania. 

R. H. Johnson—Socony-Vacuum Oil Company, Inc. 

George H. Richards—Celluloid Corporation. 

C. H. Roberts—Johns-Manville Corporation. 

Vincent Ross—Prentice-Hall, Inc. 

H. F. Storck—Ford, Bacon & Davis, Inc. 

M. E. Wagner—Graybar Electric Company, Inc. 

W. B. S. Winans—Cities Service Company. 

B. G. Smith, Chairman. 


It is hoped that all Controls will soon have designated 
representatives in order that the committee may proceed 
with a program which ultimately should prove of con- 
siderable importance to The Institute and to the profes- 
sional status of the individual controller in industry. The 
program laid out for the committee by the National Board 
of Directors is as follows: 


“To conduct further studies as to exact standing of 
the controller (a) in his company, (b) in law, (c) in 
the eyes of the business public, (d) the range of his 
duties and responsibilities and (e) further contacts that 
may be made by The Institute to advance this work.” 


It is the purpose of the Committee to proceed at once 
with the problem of finding ways and means to obtain 
recognition of the controller's status by the various states, 
counties and municipalities by having his title included on 
tax and other returns in the same manner as has already 
been granted by the Federal authorities with respect to 
the Federal income tax return. 

The Committee requests each member of The Institute 
to give these matters careful thought and invites him to 
transmit, from time to time, such constructive suggestions 
as he may care to make on the subjects mentioned or in the 
way of broadening the scope of the Committee’s activities. 
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FOR EXECUTIVES ONLY 





Stamps are currency. They may be used to buy merchan- 
dise and settle personal bills. They can be sold for cash— 
and no questions asked. The losses caused by the theft of 
stamps from business houses are far greater than most peo- 
ple believe—and this book shows the extent of the evil. It 
exposes the methods used to beat postage protection sys- 
tems, and describes the only certain ways to stop these losses 
in any business. 

Complete protection is made possible by the use of Metered 
Mail and Pitney-Bowes Postage Meter Machines. The mag- 
nitude of the resulting savings is usually a surprise to the 
new user—savings from 20 per cent. to 30 per cent. are 
common. 

In addition to such savings, Metered Mail offers other 
substantial advantages. Pitney-Bowes Postage Meter Ma- 
chines cut the cost of mail preparation, speed mail delivery, 
broadcast the mailers’ progressiveness, get better results 

. and get them sooner. 

The complete story of losses due to inadequate protection, 
and of the advantages secured where Metered Mail guards 
the postage account, is in the book now offered. Because of 
the disclosure of methods used, distribution must be strictly 
limited to executives who send their request, typed on busi- 
ness stationery, signing title as well as name. 


PITNEY-BOWES MAILING EQUIPMENT 
Distributed by 
THE POSTAGE METER COMPANY, 766 Pacific Street, Stamford, Conn. 
Offices in Principal Cities 












METERED MAIL 


Saves Time- 
Gets 





Pitney-Bowes “Omni” 
Denomination Postage 
Meter Machine for par- 
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Stamps from ‘Mec to 

$9.9914, postmarks, prints 
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audits the postage ac- 230 Park A 





count, seals envelopes. New York, | 


A single, split-second 
operation does it all. 
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“DITTO SAVED 
$6,000 FOR 
MY DEPARTMENT” 


ITTO makes copies direct 

from your original writing, 
typing, or drawing—no stencil, 
type or carbon. Ditto copies eight 
colors in one operation; your orig- 
inal may be written and drawn 
with pen, pencil and typewriter. 


To the production manager 
Ditto gives centralized production 
control, eliminating all rewriting 
on factory production orders. It 
also saves hundreds of dollars on 
blueprint costs, and speeds the 
preparation of material lists, 
inventory records, engineering 
change notices, specifications, and 
so on. No matter what your line 
of business, beitlargeor small, you 
should know more about Ditto. 


Thee! 


Write for our 
booklet “‘Copies 
—Their Place in 
Business”; tells 
fully how Ditto 
will save money 
in your business. 


DITTO - DITTO 


DITTO 


INCORPORATED 


2241 W. HARRISON ST., CHICAGO, ILL. 


You may send me, without obligation, your new book, 
“*Copies—Their Place in Business” showing how Ditto 
will save money for my business. 













JOHN A. SEEKE 


Mr. John A. Seeke, a member of 
THE CONTROLLERS INSTITUTE OF 
AMERICA, passed away April 7, after 
a long illness. Mr. Seeke had been in 
poor health for several years, and had 
terminated his connection with the 
J. E. Linde Paper Company the first 
of the year, after a service of twenty 
years with that company. 

Mr. Seeke was one of the earliest 
members of The Institute. He was 
No. 27 on the list, and had main- 
tained a high degree of interest in 
The Institute and its activities. Mr. 
Seeke had a modest, retiring disposi- 
tion and personality, yet those who 
came to know him were soon im- 
pressed with his ability and accom- 
plishments. He had made many warm 
friends and acquaintances among 
members of The Institute, who are 
genuinely sorrowful at his passing. 

Besides his ability as a controller 
and financial officer, Mr. Seeke was an 
accomplished violinist, also an artist. 
He had done many works in oil and in 
water colors, which were highly 
praised. He was also a successful pho- 
tographer. In his younger days he 
ranked high as a bicycle racer and won 
many medals. 

Mr. Seeke leaves a widow and one 
son. His home was at 187-19 Sullivan 
Road, St. Albans, New York. 

A formal expression of sympathy 
went to Mrs. Seeke from the officers of 
The Institute. 





CORRECTION 


In the April number of The Con- | 
troller, on page 91, third column, the | 
statement was made that the Buile- 
tin, “Verification of Financial State- 
ments,” was prepared by THE Con- 
TROLLERS INSTITUTE OF AMERICA in 
1929. 

THE CONTROLLERS INSTITUTE OF 
AMERICA had not been organized in 
1929. The Bulletin in question was 
prepared by the American Institute | 
of Accountants, and the statement 
made in the April issue was an obvi- 
ous error. 














Fifth Annual Meeting of Controllers 
Institute of America will be held Oc- 
tober 5 and 6, 1936, in New York 
City. Controllers are asked to MARK 
THE DATES ON THE CALENDAR. 






















“DITTO SPEEDS 
ORDERS THROUGH 
MY DEPARTMENT” 


ITTO eliminates re-writing. 

From your original writing— 
anything typewritten, hand-writ- 
ten, drawn or printed—Ditto 
makes 100 or more clear copies. 
It’s easy, quick, error-proof. No 
type to set—no stencil to cut. 


Any order and billing system, 
no matter how complicated, can 
be reduced to one writing with 
Ditto, speeding up orders, elimi- 
nating errors and reducing sup- 
plies and clerical bills. So, too, on 
purchase orders, production or- 
ders, card records, sales bulletins, 
statements, reports, price lists, 
and so on, Ditto uncovers real 
tangible savings. 





Write for our 
booklet “Copies 
—Their Place in 
Business”; tells 
fully how Ditto 
will save money 
in your business. 









DITTO - DITTO 


DITTO 


INCORPORATED 


2242 W. HARRISON ST., CHICAGO, ILL. 
You may send me, without obligation, your new book. 
*‘Copies—Their Place in Business’’ showing how Ditto 
will save money for my business. 

















REVIEWS 


INTRODUCTION TO FEDERAL TAX- 
ATION. By George T. Altman, C.P.A. 
Commerce Clearing House, Inc., Chicago 
and New York. 166 pages. Fabrikoid, 
$1.75; paper, $1. 

The fundamental principles underlying 
Federal taxation, as exemplified in the in- 
come tax, the capital stock, excess profits, 
gift, and inheritance taxes, are outlined in 
this book. Theoretical discussions are 
avoided. The subject is developed from 
the decisive opinions of the Supreme Court 
on the nature, scope, and limitations of 
taxation by the Federal government. 

There are sixteen chapters, among them, 
Accounting Factors, Gross Income, Inven- 
tories and Expense Deductions, Deprecia- 
tion and Depletion, Recognition of Gain 
or Loss, Capital Gains and Losses, Reor- 
ganizations, and Surplus Accumulations. 
Illustrative examples and explanatory cal- 
culations bring out the application and 
operation of the more complicated phases 
of Federal tax laws. 

This should be a helpful book for the 
review of basic Federal tax concepts by the 
veteran, as well as an indispensable ‘‘first 
book” for the novice tax man or collegiate 
student of taxation. Controllers and Finan- 
cial officers concerned with Federal taxes 
will welcome the plain non-technical lan- 
guage and clear explanations. 

Reviewed by ARTHUR R. TUCKER. 


CURRENT TAX REVIEW, April, 1936. 
Edited by Joseph J. Wechsler, C.P.A. New 
York. $4 year. 

In its April issue, Current Tax Review 
outlines the proposed tax on undistributed 
corporate net income and points out certain 
difficulties in the computation of the tax, 
giving specific illustrations. The question 
of the hardship that would be encountered 
by expanding corporations and those that 
have fixed obligations or fixed debts to 
meet, is discussed in Editor’s Comment. A 
second feature article deals with the tax- 
ability of a common stock dividend received 
by preferred stockholders of a corporation, 
wherein a new Court ruling disagrees with 
a Court decision of comparatively recent 
date. 





Controllers, Attention! 

Is a common stock dividend taxable 
when received by preferred stockhold- 
ers? For important new Court ruling, 
see April issue of Current Tax Review. 
Also interesting discussion of proposed 
tax on undistributed corporate net in- 
come, with illustration of difficulties 
to be encountered in computation of 
tax. | 
Important tax happenings of the 
month are reviewed in Editor’s Com- 
ment, Treasury and Court decisions, 
and replies to tax queries. 

Current Tax Review is a clear, au- 
thoritative digest designed to keep you 
up to date on tax matters. Subscrip- 
tion price is $4 a year; three-month 
trial for $1. 

CURRENT TAX REVIEW, INC. 
112 W. 42nd Street New York 








Regulations 
(Continued from page 122) 

carrier, must be paid by the carrier to the 
collector of internal revenue for the district 
in which the carrier's principal place of 
business is located. Returns are required to 
be filed quarterly, and returns of carriers 
and of employees’ representatives for the 
first quarter, which ends May 31, 1936, 
will be due June 30, 1936. The taxes 
shown to be due on a return must be paid 
at the time the return is filed. The neces- 
sary forms upon which to make returns 
will be made available at the offices of col- 
lectors of internal revenue. Under the law 
employees are not required to file returns. 

Carriers and employees’ representatives 
are required to keep such records as will 
enable the Commissioner of Internal Reve- 
nue to ascertain whether the taxes are cor- 
rectly computed and paid. No particular 
form is prescribed for these records, but 
the regulations set out certain items of in- 
formation which the records must show. 
While not mandatory, employees are ad- 
vised to keep permanent accurate records 
showing the name of each carrier for which 
he performs services as an employee, the 
duration of employment by each, the 
amount of each remuneration payment (in- 
cluding employees’ tax) and the date of 
its receipt, and the amount of employees’ 
tax deducted from each such payment. 


ADDRESS ON ARBITRATION 

The New York State Society of 
Certified Public Accountants in the 
program for its Annual Meeting to be 
held May 11 has made provision for 
an address on “Arbitration” by Hon. 
Moses H. Grossman. 


CONTROLLER AVAILABLE 

Experienced in accounting, finances, 
budgets, costs, auditing, credits, collections, 
insurance, tax reports, tax appeals, statis- 
tics, office administration. Previous con- 
nections 5 years in foreign trade promotion, 
15 years manufacturing, 4 years public ac- 
counting practice. Gentile, age 48, univer- 
sity graduate, good health and appearance, 
salary suitable to requirements at beginning. 
Now residing in northern New Jersey, will 
locate anywhere. Box No. 53, Controllers 
Institute. 





| Chastiin for Three 


New Controls 


Charters for three new Controls, in 
Los Angeles, Cincinnati and Detroit, 
were voted by the National Board 
of Directors of THE CONTROL- 
LERS INSTITUTE OF AMERICA at 
its monthly meeting on April 30. 
Controls are branches of The Insti- 


| tute formed in various centers to en- 
| able the members in those localities 


to conduct meetings. 
With these three new Controls the 


_ number of such organizations within 
| The Institute is increased to eleven. 


The applications for the Controls, 
properly executed, were read to the 
Board of Directors by the secretary, 


| and a motion to approve the applica- 


tions and issue the charters was 
passed without delay. 

“Isn’t this the largest number of 
charters ever authorized in a single 
meeting of the Board?” a director 
inquired. When told that that was 
the case, the comment was made, 
“And we did it quite casually.” 
Which was an effective comment on 
the strides that The Institute has 
made. 








| 170 with frames. 





Membership Certificates 
EMBERSHIP CERTIFI- 
CATES have been issued to 
349 members of THE CONTROL- 
LERS INSTITUTE OF AMERICA fo 
date. The certificates are issued 


| only on specific request. 


Of the 349 certificates sent out, 
179 were without frames, and 
There is no 
charge for the certificates, but a 
charge of 75 cents is made for a 


| frame. 


The exact lettering of the name, 
in print, as it is to appear on the 


| certificate, must be made available 


to the secretary in applying for a 
certificate. A form of application 


may be had on request. 








36 W. 44TH STREET 


FLOYD H. ROWLAND & CO. 


Management Consultants 


NEW YORK CITY 


CHARTS—‘How To Budget Your Business for Profit’ 


‘‘Controlled Planning for Sales and Profit’’ sent on request. 























INSTITUTE ACTIVITIES-COMMUNICATIONS 















































——— : SUGGESTS “MART” FOR ‘ 


NEW MEMBERS CONTROLLERS’ SERVICES Likes Latest Yeat Book of 
ELECTED The letter that follows is self-ex- Institute 
| At a meeting of the Board of Di- planatory. The writer asks that his To the Secretary: ¢ 
rectors of THE CONTROLLERS INstTI- identity be not disclosed. His sugges- I am in receipt today of the Year 
TUTE OF AMERICA, held April 30, tion for a “‘mart’’ for controllers’ serv- Book of The Institute for 1935. 


| 
| 
While I have not had an opportunity 
; 
( 


ve an uae here cig ices is one that THE CONTROLLERS to read it through, a hasty examina- 

The Institute: INSTITUTE OF AMERICA has had un- tion papaya -_ it is Pogo d nicely 

F. A. BUCHDA der consideration for several years. helpful in get a rg id aga 
Eaton Manufacturing Company, De- In an informal way the office of The The Institute. ) 


troit. I am particularly interested in the 


Institute has served as a clearing house 


GEorRGE H. CREVELING ’ : : new method of listing the members 
Wickwire Spencer Steel Company, for exchange of information with re- of The Institute, on pages 120 to 
New York City. spect to positions open, and with 155, both inclusive. I think this ar- 


rangement is first class and it will be 











WALTER A. CULIN : : _ 1 
Federal Water Service Corporation, respect to the qualifications of pro mighty helpful to many of our mem- ] 
New York City. spective candidates. It is possible that bers, I am sure. 

Mark R. DayTON this work may be enlarged gradually P. J. URQUHART, 
The Hardy-Burlingham Mining Com- until the point is reached where The Aluminum Company of 
pany, Newport, Kentucky. I : : I sail America. 

ee ee nstitute Is generally recognize y 
“The Fair, Chicago. business as a place where qualified con- 

WituiaM A. Hoxie trollers may be found. The letter: —_— - the seeaaent ig oh am em- ‘ 

Jnited Autographic Register Com- ’ ployed, and speculation has drifted to the t 
or — ' To the Editor: significance of these values more and more ] 


pany, Chicago. 


G. H. LANDWEHR I have just been reading the “Brief Facts of late. ; 
Clopay Corporation, Cincinnati. Concerning the Controllers Institute” and You see, we have no controller. Two of | 

James H. LAWRENCE wonder why the item “Purposes _ does not us have most of these responsibilities and 
The Public National Bank and Trust embrace ‘Employment within its scope. overlap badly on the functions. Neither I 
Company of New York, New York There are probably few men in responsible receives consideration or compensation 
City. positions in industry who have less oppor- worthy of our hire. One of us should } 

MAXIMILIAN C. LENK tunity to secure unto themselves a proper move to clear the picture in part, but how } 
International Business Machines appreciation of their virtues and value than to take that step in a logical manner is a 
Corporation, New York City. the controller and his blood brother the problem. " 

RuSsELL W. PEDpDICORD auditor. Salesmen and engineers with their con- 

The Monarch Marking ‘System Com- Perhaps it would be sacrilege for a con- stant outside contacts have and use com- n 
pany, Dayton, Ohio. troller to consciously direct his attentions petitive evaluations to establish their mar- 

Joun G. Quick toward a new job while he still holds one, ket value. Our turnover is usually lower. N 
Union Central Life Insurance Com- yet it would seem to be a reasonably hu- We have little or no basis for such com- N 
pany, Cincinnati. man move if he did. parisons and suffer in the eyes of manage- N 

FRANK J. SCOTT Then, on the other side, there are those ment accordingly, regardless of how much ; 
The Morris Plan Corporation of who would attain the distinction of the our figures show we save the company. 

America, New York City. controllers title and, the way is blocked It may be a sordid commentary, but the 

LeEARTUS A. SENECAL in the organization in which they are em- importance of a man in industry and his t 
United Motors Service, Inc., Detroit. ployed. Their ability may be beyond ques- acceptance in any organization is a function e 

F. W. TEASDEL tion. For such as these a mart specifically of his relative compensation. I ask you, P 
Key System, Oakland, California. intended for their assistance would be a would it not be a practical approach for . 

WALTER L. TEMPLETON most helpful institution because there also, you in your task of elevating the status : 
The Quaker Oats Company, Chicago. outside contacts and employment oppor- of controllers to be of some assistance in a 

Harry C. THOMPSON tunities are limited by the nature of their improving their opportunity for determin- A 
Union Central Life Insurance Com- job. ing their true market value? ti 
pany, Cincinnati. We have been confronted by just such a April 14, 1936. bi 

CLYDE E. VAUGHAN Pp 





Criterion Advertising Company, Inc., E 
New York City. | 


Sato geal The Inventories Computin g : 


Scranton-Spring Brook Water Serv- 
ice Company, Wilkes-Barre. 

CarRL E. WERNER ( I m 
Socony-Vacuum Oil Company, Inc. ompany, Nc. 
(Lubrite Division), St. Louis. to 


, Established 1909 

J. C. YARBROUGH P 
Los Angeles Railway Corporation, 107 WILLIAMS STREET, NEW YORK 
Los Angeles. a: 
WALLACE ZWIENER Telephone Auditors of Inventories of 
rng Motor Car Corporation, De- John 4-1493 Sensidiiin etioaaiaas = 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


MEETINGS OF CONTROLS 


New England 

President Daniel A. Beaton, of the New 
England Control, appointed a Nominating 
Committee to prepare a list of nominees 
for the election of officers and directors of 
the Control to be held in May. The nomi- 
nations will be reported to the members 
of the Control at that meeting. 

The Nominating Committee is composed 
of Mr. Laurence W. Aldrich, chairman, of 
The Croft Brewing Company; Mr. Henry 
C. Perry, of the Heywood-Wakefield Com- 
pany; and Mr. Cooke Lewis, of the Liberty 
Mutual Insurance Company. 

A meeting of the directors of the Control 
was held April 22 on board the Steamship 
New York, of the Eastern Steamship Lines, 
at India Wharf, Boston. All of the off- 
cers and directors of the Control were pres- 
ent, as well as Mr. Philip R. Palamountain, 
who is the nominee for treasurer for 1936- 
1937. The directors were the guests of the 
steamship company by courtesy of Mr. A. J. 
McLaughlin, controller of the Eastern 
Steamship Lines. Mr. Sharp, president of 
the company, was also present, as well as 
Mr. McLaughlin. 

The report of the Nominating Commit- 
tee was presented to the directors as fol- 
lows: 


Mr. Harold M. Lawson, President and Di- 
rector. 

Mr. Henry C. Perry, Vice-President and Di- 
rector. 

Mr. C. Ellis Spencer, Vice-President and 
Director. 

Mr. David R. Anderson, Secretary and Di- 
rector. 

Mr. P. R. Palamountain, Treasurer and Di- 
rector. 

Mr. Daniel A. Beaton, Director. 

Mr. E. Stewart Freeman, Director. 

Mr. Frank A. Poor, Director. 

Mr. Cooke Lewis, Director. 

Mr. Laurence W. Aldrich, Director. 


Mr. Perry, as chairman of the committee 
to cooperate with the Massachusetts Un- 
employment Compensation Commission, 
presented a report to the effect that pub- 
lication of regulations under the Massa- 
chusetts Law had been deferred pending 
release of additional regulations for ad- 
ministration of the Federal Social Security 
Act. As a portion of the Federal regula- 
tions have now been issued, the committee 
believes that the State regulations will be 
prepared shortly. The Commission is to 
consult with the committee of the New 
England Control before the State regula- 
tions are issued. The Control’s committee 
has agreed to review and comment on the 
proposed regulations. 

May 22 was set as the date for the next 
meeting of the Control, which will be the 
last meeting of the season. In addition 
to the election of officers and directors, the 
program will include a round table dis- 
cussion of various questions of interest to 
members. 

Honorable Henry F. Long, Commissioner 
of Corporations and Taxation of the Com- 
monwealth of Massachusetts, who addressed 
the Control’s meeting on March 23, de- 
scribed in detail the bills which were pend- 


ing in the legislature at that time for elimi- 
nation of the local tax on machinery used 
in manufacturing, and for bringing about 
certain changes in the tax on corporate 
excess. It was an exceptionally informa- 
tive address, which was made more valu- 
able by the replies made by Commissioner 
Long to questions propounded to him in 
the discussion period following his ad- 
dress. 
New York 

The courts of the State of New York 
having ruled that the New York State Un- 
employment Insurance Act is constitutional, 
first payments under the Act were due to 
be made May 1, 1936, an extension of one 
month having been granted while the con- 
tests with respect to the Act were being 
considered by the courts. 

Mr. Glenn A. Bowers, director of Un- 
employment Insurance of the State of New 
York, addressed members and guests of the 
New York City Control at a meeting held 
April 23, and gave a clear picture of the 
regulations and methods to be followed as 
they stand today in New York State. Mr. 
Bowers pointed out that much of the un- 
certainty which had existed when he ad- 
dressed the New York City Control in the 
fall of 1935 had been removed and rul- 
ings had been handed down on many of 
the minor points of procedure. 

At the same time it was pointed out that 
many questions are yet to be decided. Sev- 
eral of these questions were brought up in 
the discussion which followed the address 
of Mr. Bowers. The meeting proved to be 
one of exceptional interest and usefulness. 


Philadel phia 


Mr. Walter C. Neely, president of the 
Mutual Fire, Marine and Inland Insurance 
Company, addressed members of the Phila- 
delphia Control and guests at a meeting 
held April 27. Mr. Neely announced his 
subject simply as “Insurance,” but in his 
treatment of it he brought out many points 
of exceptional interest to his controller au- 
dience. Mr. F. J. Fell, Jr., was chairman 
of the meeting. 


St. Louis 

Mr. F. A. Ulmer, president of the St. 
Louis Control, was the principal speaker 
at a meeting held March 3, at the Missouri 
Athletic Association. He described the ac- 
counting methods used in his company, the 
duties of his department, and the problems 
with which he is confronted. His address 
was followed by a round table discussion 
in which all members participated. 

At a meeting held March 24 two of the 
members distributed to those present copies 
of their companies* annual reports, various 
features of which were discussed infor- 
mally. Mr. L. G. Rowe, vice-president of 
the Control, presided in the absence of Mr. 
Ulmer. The principal discussion of the 
evening was on the subject of the pro- 
posed Federal tax on undistributed corpo- 
rate profits. 

A meeting of the St. Louis Control was 
held April 28 at the Missouri Athletic 
Association. It was addressed by Judge 
J. W. McAfee on “Problems of Local 
Taxation.” The meeting was largely at- 
tended and the discussion which fol- 





MEETINGS HELD BY 
CONTROLS 


April 8: Cleveland. Regular monthly 
meeting. Round table discussion of 
subjects of interest to controllers. 

April 9: Los Angeles. Meeting to elect 
officers pro tem for Control in proc- 
ess of organization. 

April 21: Cincinnati. Meeting to com- 
plete plans for organization of Con- 
tro’. 

April 22: Detroit. Meeting to plan 
formation of Control. 

April 23: New York City. Regular 
monthly meeting. Speaker, Mr. 
GLENN A. Bowers, Director of 
Unemployment Insurance, State of 
New York. Subject, "New York 
State Unemployment Insurance Act.” 

April 27: Philadelphia. Regular 
monthly meeting. Speaker, Mr. 
WALTER C. NEELY, President of the 
Mutual Fire, Marine and Inland In- 
surance Company. Subject, “/nsur- 
ance.” 

April 27: Pittsburgh. Regular monthly 
meeting. Speaker, Mr. Paut W. 
PINKERTON. Subject, “Trends in 
Published Financial Statements.” 

April 28: Chicago. Regular monthly 
meeting. Speaker, Mr. ARTHUR G. 
Davis, Field Secretary of the In- 
vestment Bankers Association of 
America. Subject, "Security Frauds.” 

| April 28: St. Louis. Regular monthly 

meeting. Speaker, Judge J. W. Mc- 

AFEE. Subject, “Problems of Local 

Taxation.” 











lowed the address was participated in by 
all present. 


San. Francisco 

Mr. J. R. McKee has been appointed a 
director of the San Francisco Control to 
replace Mr. E. F. C. Parker, who removed 
from San Francisco to New York City re- 
cently. Mr. McKee is also chairman of 
the Membership Committee of the San 
Francisco Control. 


Cincinnati 

A meeting of members of The Control- 
lers Institute of America, and of appli- 
cants for membership, was held in the 
Hotel Gibson, Tuesday, April 21, for the 
purpose of completing plans for organiza- 
tion of a Control, to be known as the Cin- 
cinnati Control. 

A petition to the National Board of Di- 
rectors of The Institute for a charter was 
prepared and signed by all members pres- 
ent. 

At a meeting of the National Board of 
Directors held April 30, the petition for a 
charter was approved. 

Mr. James F. Allen, of The American 
Laundry Machinery Company, was elected 
president of the Cincinnati Control; Mr. 
George F. Brenner, of The Union Gas & 
Electric Company, vice-president; Mr. 


























VARI-IYPER, 





Composing Machine 


We have just produced a 
new Vari-Typer to be used 
for the writing of masters 


for photo offset printing. 
. 


This new composing ma- 
chine uses a 300-foot car- 
bon paper ribbon specially 
made for this company—a 
unusual 


ribbon of most 


quality. 


The result is beautiful, 
clean printing you would 
be proud to use and at a 
cost probably half of what 


you pay now. 


Write or Telephone for Details 


RALPH C. COXHEAD 
CORPORATION 


Manufacturers 
17 Park Place 
NEW YORK CITY 
Barclay 7-2837 


“Mimeograph or offset printing is no 


better than the master’ 























INSTITUTE ACTIVITIES 


Samuel Smickler, of The Griess-Pflezger 
Tanning Company, treasurer; and Mr. G. 
Bain Waters, of The Richardson Company, 
secretary. Three directors were elected: 
Messrs. Herbert W. Boal, of The Andrews 
Steel Company; W. R. Huber, of Procter & 
Gamble; and G. H. Landwehr, of the 
Clopay Corporation. The officers are also 
directors. 

The newly organized Control plans to 
meet again in May, at a date to be an- 
nounced. 

Detroit 

Controllers of corporations in the De- 
troit area, who are members of The Con- 
trollers Institute of America, met Wednes- 
day, April 22, at the Book-Cadillac Hotel, 
together with a number of controllers who 
are applicants for membership in The In- 
stitute, to complete arrangements for or- 
ganization of a Control, to be known as the 
Detroit Control. 

A petition to the National Board of Di- 
rectors of The Institute for a charter was 
prepared and signed by all the members 
present. 

At a meeting of the National Board of 
Directors held April 30, the petition of 
the Detroit members for a charter for a 
Control was acted on favorably and it was 
voted to issue the charter. 

Members present at the Detroit meeting 
voted to empower the Committee on Or- 
ganization, which has been functioning 
since December, 1935, to resolve itself into 
a Committee on Nominations, to prepare a 
slate of nominees for presentation at a 
meeting to be held in May, on a date to be 
announced. The Committee on Organization 
is composed of Mr. Noel E. Keeler, Chair- 
man, of the American Blower Corporation; 
Mr. James A. Beresford, of Booth News- 
papers, Inc.; Mr. Herman H. Brubaker, of 
the L. A. Young Spring & Wire Corpora- 
tion; Mr. Melbourne C. Emery, of the 
Bull Dog Electric Products Company; Mr. 
W. Gleich, of the McCord Radiator & 
Mfg. Company; and Mr. Delbert L. Tate, 
of the Yellow Truck & Coach Mfg. Com- 
pany. 

A list of nominations will be sent to 
all members of the Detroit Control prior 
to the May meeting. 


Pittsburgh 

The Pittsburgh Control met April 27 
at the William Penn Hotel. Mr. Paul Ww. 
Pinkerton was the speaker of the evening. 
He discussed “Trends in Published Fi- 
nancial Statements.’ His address was fol- 
lowed by a discussion from the floor. 

The meeting proved to be one of ex- 
ceptional interest, from which all of those 
present gained valuable suggestions and in- 
formation. 


Los Angeles 

Members of The Institute in the Los 
Angeles area met April 9 and completed 
a formal application for a charter for the 
Los Angeles Control. The application was 
presented personally to the national officers 
of The Institute in New York by Mr. Wes- 
ley Cunningham, of the General Petroleum 
Corporation of California. 


Officers of the Control were elected im- 
mediately as follows: 

President—W. H. Wiese, Byron-Jack- 
son Company. 

Vice-President—George W. Fay, Hydril 
Company. 

Secretary-Treasurer—James T. Durkee, 
Heer Petroleum Corporation of Cali- 
ornia, 


They will assume office upon official 
notification from the National Board of 
Directors that the application for a Char- 
ter has been granted. Action on the appli- 
cation is due to be taken at a meeting of 
the National Board of Directors on April 
30. 

The next meeting of the Los Angeles 
group will be held May 21. 


Cleveland 


The Cleveland Control met April 8 to 
discuss a number of subjects which had 
previously been announced. Among them 
was “‘Quarterly Statement Requirements of 
the New York Stock Exchange.” 

President J. J. Anzalone read a letter 
which he had received from the New York 
Stock Exchange’s Committee on Stock List, 
regarding quarterly statements issued by 
listed companies. This letter requested that 
such quarterly statements be prepared so 
as to show earnings for twelve months in- 
stead of interim reports for each quarter. 

An interesting discussion followed as to the 
merits of the different forms of quarterly 
reports. It was brought out that in cases 
in which corporation earnings are subject 
to seasonal fluctuations, the twelve-month 
reports would be more informative than a 
report covering only one quarter. 

The members devoted a period to dis- 
cussion of the proposed Federal legislation 
taxing undistributed surpluses of corpora- 
tions. 

The meeting discussed “State Unemploy- 
ment Insurance.’ Ohio has not passed an 
Unemployment Insurance Act, but con- 
trollers of corporations in Ohio are faced 
with the problem of accounting for social 
security tax liabilities under the Federal 
Act, particularly with reference to the diffi- 
culty of reversing such charges if the Fed- 
eral Act is declared unconstitutional, or a 
State Act is invalidated, after the charge 
is buried in operating costs, inventories, 
and the like. Most of those present stated 
that they were making the charge to a sep- 
arate tax account. 

A brief period was devoted to discussion 
of “Procedure from the Controller’s Point 
of View of Handling Contracts and Agree- 
ments Made by Companies.” 


Chicago 

Mr. Arthur G. Davis, field secretary of 
the Investment Bankers Association of 
America, addressed a meeting of the Chi- 
cago Control April 28, at the Palmer 
House, on “Security Frauds.” Mr. Davis 
has spent a lifetime in this work. In 1922 
he inaugurated and headed the famous Blue 
Sky Commission. The speaker gave his 
audience an intimate picture of the meth- 
ods used by unscrupulous individuals to de- 
fraud investors. 

















Officers and Directors 


CONTROLLERS INSTITUTE 
OF AMERICA 
President 

RopNEY S. DURKEE 
Socony-Vacuum Oil Company, Inc. 
New York City 

Vice-Presidents 

WILLIAM R. DorEMUS 
Ingersoll-Rand Company 
New York City 

FRANCIS B. FLAHIVE 
Columbia Gas & Electric Corporation 
New York City 

HERBERT A. GIDNEY 
Gulf Oil Corporation of Pennsylvania 
Pittsburgh 

ERNEST L. OLRICH 
Marshall Field & Company 
Chicago 

HENRY C. PERRY 
The Heywood-Wakefield Company 
Gardner, Massachusetts 


Treasurer 
O. W. BREWER 
American Gas Association 
New York City 


(Note: The officers are also directors.) 


Secretary 
ARTHUR R. TUCKER 


Directors 
DANIEL H. BENDER 
New York City 
EpWIN F. CHINLUND 
International Telephone & Tele- 
graph Corporation 
New York City 
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The Hegeman-Harris Company, Inc. 
New York City 
DANIEL J. HENNESSY 
Long Island Lighting Company 
New York City 
R. FRANKLIN Hurst 
Plainfield, New Jersey 
ALBERT J. LANSING 
Colgate-Palmolive-Peet Company 
Jersey City, New Jersey 
EarL D. PAGE 
Philadelphia & Reading Coal 
Iron Company 
Philadelphia 
Leroy V. PORTER 
New York Central Lines 
New York City 
J. CALVIN SHUMBERGER 
Lehigh Portland Cement Company 
Allentown, Pennsylvania 
BENJAMIN G. SMITH 
New York City 
J. S. SNELHAM 
The Continental Can Company, Inc. 
New York City 
JOHN K. THOMPSON 
Erie Railroad Company 
Cleveland 
F. C. WATKINS 
U. S. Industrial Alcohol Company 
New York City 
Harry H. WEINSTOCK 
The New York Times Company 
New York City 








Institute Literature 
YEAR BOOKS 


The Controllers Institute of 
America has issued three Year 
Books, dated 1932, 1933, and 1934. 

Members who have not provided 
themselves with copies of the Year 
Books issued prior to the time when 
they joined The Institute may wish 
to obtain the earlier books. 

They are available, at $1 a copy, 
but the supply is dwindling, and 
those who are interested in obtain- 
ing them are urged to lose no time 
in putting in their requisitions. 

The Year Books form an interest- 
ing historical background of The 
Institute, containing reports of the 
discussions of the members in the 
earlier days, in which the policies 
and aims of The Institute were 
formulated; also many _ valuable 
papers, together with lists of mem- 
bers, by-laws, articles of incorpora- 
tion, and other interesting material. 
A complete set of the Year Books 
will be useful to all members. 


BACK NUMBERS OF ‘THE 
CONTROLLER” 

Publication of "The Controller,” the 
monthly magazine issued by The 
Institute, was begun with the Febru- 
ary, 1934, issue. Prior to that time 
occasional printed bulletins and an- 
nouncements had been issued. A 
complete set of issues of "The Con- 
troller’ provides a supplementary pic- 
ture of the development of The In- 
stitute and of its work, as well as a 
series of articles which have been 
pronounced valuable contributions 
to controllership and to discussion of 
the problems of the controller. 

Copies of back numbers of ‘The 
Controller,’—with the exception of 
the May, 1934, number, which is out 
of print—are available. Members of 
The Institute who wish to have com- 
plete files of “The Controller” in their 
libraries, including the numbers 
printed before members who have 
joined within the past eighteen 
months became afgliated with The 
Institute, may obtain them at the 
special rate of 40 cents a copy. The 
supply consists of but 200 to 300 
copies of each number. 

Provision has been made for bind- 
ing sets of “The Controller,” by years, 
at a cost of $2 a volume; The Institute 
also can supply covers for retaining 
copies in loose leaf form. Limp 
covers are to be had at $2 apiece. 


“ONE YEAR'S WorRK”’: ‘““A YEAR 
OF PROGRESS” 

These are the titles of booklets 
issued in August, 1934, and August, 
1935, respectively, in which the ac- 
tivities of The Institute during the 
years named are set forth in con- 
siderable detail. These booklets may 
be had by members and others with- 
out charge, on application, as long 
as the supply lasts. 








Objects 


CONTROLLERS INSTITUTE OF 
AMERICA 


(As Set Forth in Its Articles of 
Incorporation) 


bjects for which this cor- 


215 formed are: 


advance the interests and wel- 
re of controllers of business firms, 
irtnerships, sole proprietorships, 
orporations, and trusteeships, and 
political and governmental subdivi- 
sions; the advancement of the in- 
terests and welfare of assistant con- 
rollers, privately employed executive 
accountants, corporation officers and 
of the partners and owners of busi- 
ness who perform the commonly ac- 
epted duties of a controller. 


To conduct and carry on such related 
activities as may be necessary and 
cident to increasing the usefulness 
f controllers to their business or- 
ganizations and to the public; to the 
gaining of recognition of the attain- 
nents and accomplishments of con- 
saiiars and their value and impor- 
tance in the business, financial and 
conomic structure, and in the pro- 
fession of accountancy. 


To establish ethical and professional 
standards of work and conduct for 
ntrollers and to foster and en 
courage controllers, assistant con- 
trollers and accountants to live up 
to and carry out the same. 
To print, publish, distribute, and 
irculate books, pamphlets, period- 
icals, papers and magazines in con- 
nection with the activities of the or- 
ization; to establish and conduct 
is, offices and workshops neces- 
y and incidental to the activities 
the corporation and to employ 
uch persons as may be necessary to 
perate and carry on the same. 


To confer a title or titles on mem- 
bers, which shall be indicative of 
membership in the corporation, and 
to issue and recall certificates of 
membership. 


The corporation hereby formed shall 
have power to take and hold by be- 
juest, devise, gift, purchase, lease 
or otherwise, either absolutely or in 
trust for any of its purposes, any 
property real or personal in so far as 
the same may be held by a corpora- 
tion organized under Title 5, Chapter 
, of the Code of the District of Co- 
lumbia, and to convey, sell or dis- 
pose of such property and to invest 
and re-invest the principal and deal 
with and expend the income there- 
from in such manner as may be 
permitted by law and as, in the 
udgment of the Trustees will best 
promote the objects for which the 
corporation is organized. 


The corporation may do all and 
everything, including the making 
nd carrying out of any contracts, 
necessary, suitable and proper for 
the accomplishment of any of the 
purposes and objects or the further- 
ince of any of the powers above set 
forth, and may do every other act 
or acts, thing or things, incidental or 
ertaining to or growing out of or 

cssguehed with the aforesaid pur- 
poses or powers, or any part or parts 
in so far as permitted by 
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ou can keep well ahead of present-day demands for detailed, current 
facts with punched card accounting. You can obtain intricate rate 
studies and analyses. You can know the cost of sales by territory and 
product and watch the very pulse of production through the medium 
of punched cards. 


Investigate this modern accounting method. You may be surprised at 


its simplicity! You will doubtless be gratified at the speed, accuracy 
and economy which it brings. 


Today International Business Machines and methods are helping solve 
the problems of business and government in seventy-nine different 
countries. Your nearest IBM branch office will be pleased to give you 


detailed information. Stop in today. No obligation. 


—Business FACTS from source 

records are registered in tabu- 

lating cards in the form of punched 
holes. 


B-After being automatically 

sorted, the punched cards are 
placed in the Accounting Machine 
which produces complete printed 
reports. 


C—The accuracy and speed of 

this modern machine account- 
ing method offer the executive a 
means of constant control. 


INTERNATIONAL BUSINES» MACHINES CORPORATION 


GENERAL OFFICES: eS BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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